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FINANGIAL HIGHLIGHTS 
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Year Ended Lae Fi riday in December 


(Dollars in Thousands, 
Except Per Share Amounts) 


1989 


1990 


1991 


1992 


(52 Weeks) 
Operating Results 
‘Total Revenues 
Net Revenues 


# 14273,225 
$ 5,902,195 


(52 Weeks) 


$ 11,147,229 
$ 5,783,329 


(52 Weeks) 


$ 12352812 
$ 7,246,468 


(52 Weeks) 


$ 13,412,668 
$ 8,577,401 


~ Net Earnings (Loss) S47 (213,.385)) .S 191,856 $ 696,117 $$ 893,825 
Return on Average Assets (a) 0.3% 0.8% 0.8% 
Return on Average Common 

Stockholders’ Equity (7.4)% 5.8% 20.8% 22.0% 
Financial Position 
‘Total Assets $ 63,942,263 $ 68,129,527 $ 86,259,343  $107,024,173 


‘Total Stockholders’ Equity $ 3,151,343 


$ 3,225,430 


$ 3,818,088 


$ 4,569,104 


_—— Per Common Share (4) 
Primary Earnings (Loss) $ (16) $ 80 0 6§ 3.01 ~$ 3.92 
Fully Diluted Earnings (Loss) $ (1.16) $ 8028S 2 OFS 3.91 
Dividends Paid $ BOS SOs 50 § 575 
Book Value $ 14.26 $ 1499 $ 17.88 $ 21.37 
Other Statistics 
Assets Under Management $ 98,000,000 $110,000,000  $ 123,000,000 $138,000,000 
Assets in Domestic Private 
Client Accounts $334,000,000 $356,000,000  $417,000,000  $456,000,000 
_— Assets in Worldwide Private 
Client Accounts $349,000,000 $372,000,000  $435,000,000 $476,000,000 
Common Shares 
Outstanding (c) 205,382,754 199,669,270 205,443,636 207,202,688 


(a) As a result of the net loss in 1989, this ratio is not meaningful. 
(b) All share and per share data have been restated for the two-for-one common stock split (see Stockholders’ Equity Note to the Consolidated 


Financial Statements). 


(c) Does not include 18,653,462, 16,071,968, 13,636,820, 11,201,672 and 8,932,332 unallocated shares held in the Employee Stock Ownership Plan 
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1989 


$14.26 


1989 


at year-end 1989, 1990, 1991, 1992 and 1993, respectively, which are not considered outstanding for accounting purposes. 


BOOK VALWIE FER 


COMMON SHARE 


$26.17 


$17.88 
$14.99 
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MERRILL LYNCH IS 


SINGULARLY POSITIONED 


AND STRATEGICALLY 


COMMITTED TO GLOBAL 


LEADERSHIP AS THE 


PREEMINENT FINANCIAL 


MANAGEMENT AND 


ADVISORY COMPANY 


To OUR SHAREHOLDERS AND CLIENTS: 


ee y resolutely focusing on the needs of our clients and our role as 
their trusted advisor, Merrill Lynch in 1993 provided common 
shareholders with the highest eafnings ever achieved by a public U.S. 


/ 


securities firm. : v4 

Tt was an extraordinaty year by many measures: 
m Net earnings wer $1.36 billion, up 52% from 1992, marking our third 
straight year of record profits. 
m Our stock price reached record levels, prompting two dividend 
increases and a/two-for-one common stock split. The corporation has now 
increased dividends three times in the last two years. 
m While our shareholders’ equity increased 20.1% to $5.49 billion and 
our effective tax rate rose from 41.3% to 42.5%, the company’s return on 
common equity increased to 27.3% from 22.0% in the prior year. 
m After eer ratings upgrades in recent years, our commercial paper 
and senior debt now share the highest ratings in our industry. 
= ‘Total earnings of $3.1 billion for the 1990s — just four years into the 
decade — already exceed Merrill Lynch’s cumulative earnings of 


$2.9 billion during all our previous years as a public company (1971 through 


1989). 


While we are proud of these achievements, we are determined to 
remember how\they were accomplished. Our company is guided by a 
strong set of corporate values, the Merrill Lynch Principles. These 
principles are the essential underpinnings of the broad strategies that have 
helped create our success. 

\ 

We continue to refine these strategies: concentration on core business- 
es; steady expansion of our global capabilities; further strengthening of our 
capital base and liquidity position; and effective cost and risk management 

@ 
controls. ‘hese strategies are intended to enhance both client service and 
\ 


profitability, thereby creating value for shareholders. Beginning on page 29 
of this report, we discuss some of the Gitar Lynch 


has adopted to ensure that the creation of shareholder va —— 


N 


fundamental partef.every decision. 

Nearly all our business-groups performed strongly in 1993. In Private 
Client, assets entrusted to us passed the half trillion dollar mark, ending the 
year at $536 billion, up $60 billion or 13% from 1992. In 1993, an average of 
$122 million of new Private Client assets flowed into Merrill Lynch each 
business day. ‘he portion of our clients’ assets invested internationally 
rose to 9.2%, and we believe it will reach 20% by the end of the decade. 

‘The portion of clients’ assets under fee-based ma agement by 
Merrill Lynch Asset Management (MLAM) rose 16% to\$160 billion. 
Assets invested by U.S. clients in MLAM international and global funds 


increased nearly 82% to $21.4 billion. 


‘These figures demonstrate the success of the strategy our\Private 
Client group has pursued for more than a decade — gathering assets by 
building long-term relationships, based on a thorough understanding of our 
clients’ needs. A linchpin of this strategy is sophisticated financial plan- 
ning, and more than 116,000 of our clients have now taken sian of our 


state-of-the-art financial planning service, Financial Foundation® 


As global securities issuance soared to nearly $1.5 trillion in 1993, 
Merrill Lynch remained the No. 1 lead manager of underwriting/for a sixth 
consecutive year in the U.S. and a fifth consecutive year worldwide. We 
served as lead underwriter for $193 billion in new global debt and equity, 
exceeding our nearest competitor by $42 billion, with a 12.8% market 


share. We also ranked at the top of nearly every debt and equity category, 


including corporate common stock underwritings, in which we were the 
leader for the first time. / 

At the same time, Merrill Lynch remained the leader in distribution 
and aftermarket support, and we continued to place emphasis on offering 
top quality strategic advisory services. 

Our Global Securities Research and Economics Group was top-ranked 
in both the /wsttutional Investor and Thé Wall Street Journal polls. Our 
professionals in Operations, Systéms and ‘lelecommunications worked 
continuously to provide the technological innovation needed to deliver 


client service e highest quality. 
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1 CLIENT ACCOUNTS SURPASSED \ 


“HALF A TRILLION DOLLARS, — 


ENDING THE YEAR AT $536 


~ BILLION. WE ARE ESPECIALLY 


PROUD OF THIS MEASURE OF 
TRUST. THAT CLIENTS 


CONTINUE TO PLACE IN 


MERRILL LYNCH. 
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A Landma wrk 


$3,040,000,000 


YPF Sociedad Anonima 


160,000,000 Shares 
Initial Public Offering 


Joint Global Coordinator and 
Joint Lead Manager 


~ company’ s- s performance t better thee car 
set of numbers or. rankings. They ar are - 

_ the reason clients have entrusted , 
Merrill Lynch with more than $536 bil- 


lion in assets, why they continue to seek” 


— advice and guidance from, our 


af inancial Consultants, the most « exten- 


fe ively trained i in the industry, and why 


- they continue to rely. on our FCs to help 
them choose from the most comprehen- 
sive array of products and services to 
meet their needs. It may also explain 
why, in a recent survey by Towers 
Perrin, top U.S. bank executives rated 
Merrill Lynch “the best managed non- 


bank retailer.” 
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~~ Guided by our principles in. pursuit 
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PUBLIC DEFERING OF THE Bee i oa 
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of our mission, we have been the Jead-- : 


tive years. In 1993, Merrill Lyneh was _ 


; Market Capitalization 
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array of important transactions on- 
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). UNDERWRITING VOLUME : a leader i in virtually all categories « of the 


every continent.” In addition, ‘we were. 


in millions $193,179 
ey . a 
med spies: Seat 

$151,005 fi = The world changed greatly i in 1993. 
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People, nations, canital and markets ail 
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debt markets and i in derivatives. —— = 

_ y $110,460 : 


1990 1991 1992 1993 
Sua Somes Daty Co. a : 


“We concentrate 0 on n understat ding 


US. Securities. = THE- FIRST 


Firm in. the People’s. 53 < Ss. s-secunimies = : 
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_A DELEGATION OF CHINA’S TOP 


SSS 
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SECURITIES PROFESSIONALS -~— 


~ CAME TO OUR COMPANY FOR 


= 


~ AN INTENSIVE EIGHT-WEEK / 


COURSE IN THE GLOBAL 


CAPITAL MARKETS. 
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= =i the Seal lie success ee, our com- ee : 
-pany. -eannot be measured solely by the ee eS ee eo 
assets we manage; the issues we ‘under-. Same eee ee Se 
_ write or the trades we execute. It can Se =a 
only be measured by the > quality of our. Seen aaa ee oe 
client relationships, t the value clients. — : Suge = tae 


place on our advice and service, and the 


degree to which clients, shareholders 


and employees trust-us to live by our 


principles. 
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As part of our ongoing evolution from a transaction-driven sales organiza- 
tion to one that is client-focused and market-driven, we established an Office 


of Chairman and an Office of the Chief Executive. In the Office of the Chief 


Executive, Vice Chairman Steve Hammerman and I are joined by Herb 


Allison, Dave Komansky and Launny Steffens. Along with our Board, this 


group is responsible for managing our corporation and our major business 


groups, and for serving clients by ensuring seamless integration across prod- 


uct lines and geographic boundaries. 


In the Office of Chairman, Mr. Hammerman and [ are joined by Barry 


Friedberg, John Heimann and ‘Tom Patrick. ‘This office elevates client focus 


to the highest executive levels of the company, bringing to bear the full 


experience and resources-of senior management on behalf of clients. 
ee ——. 


Merrill Lynch also has an important obligation to act as a leading advo- 


eate for public policies affecting our clients, our industry and the public. 


We have supported and will continue to advocate free and open trade 


between nations as the surest path to economic growth and development 


around the world. 


EXECUTIVE MANAGEMENT COMMITTEE 


Herbert M. Allison, Jr. 
Paul W. Critchlow 


Barry 8. Friedberg 
Edward L. Goldberg 


Stephen L. Hammerman 
John G. Heimann 
Jerome P. Kenney 

David H. Komansky 


Daniel T. Napoh 
Thomas H. Patrick 
Winthrop H. Smith, Jr. 
John L. Steffens 
Roger M. Vasey 
Patrick J. Walsh 
Joseph T: Willett 
Arthur Zeikel 
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In addition, we continued to see solu- 
\ 

tions to the critical need for increased\personal 
saving in the United States. Our study, Saving the 
American Dream, reveals that the low U.S. sav- 
ings rate could leave 46 million members of the 
Baby Boom generation with retirement living 
standards lower than today’s retirees,/ Merrill 
Lynch will remain a strong public Shenae: of 
revitalized Individual Retirement Accounts and 
reduced taxation of long-ternycapital gains to 


help individuals and the mation prepare for the 


future. 


ee . = 5 : 
We continue to develop policies that enhance our company’s standing as 


an employer of choice and a good corporate citizen — including new 


work/family programs that place us in the forefront of our industry and other 


initiatives consistent with our longstanding commitment to community ser- 


vice. We also continue to pursue policies to promote diversity in our work- 
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force, critical to ensuring that our 
company remains capable of attract- 


p ont TR MERRILL LYncH 
ing and retaining the very best peo- | _ PRINCIPLES 


ag 
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ple in support of our clients. fee lh a 
After three consecutive years of 

record profits, we are particularly 

mindful that the law of market 


cycles can never be repealed. Our 


aim is a higher range of earnings 
across market cycles — “higher 
lows” to go with our “higher highs” 
of recent years. To achieve this, we 
have diversified our revenue stream, 
broadened our client base, increased 
fee-based revenues, and made man- 
agement of costs and risks a perma- 


nent part of our culture. 


Above all, we will not permit 
complacency to compromise our success or that of our clients. Our reputa- 
tion for integrity — the Merrill Lynch “Tradition of ‘Irust” — remains our 
company’s most important asset. We will continue to protect that asset with 
strong internal law and compliance systems, and by ensuring that the suc- 
cess of all our employees is tied to that of our clients and shareholders. 

We are determined to build on Merrill Lynch’s unique dual franchise in 
individual and institutional markets to reward clients, shareholders and 
employees. We remain confident that we have the strategies, the financial 
strength, the reputation and the people to succeed in these efforts, and to 


enhance our role as our clients’ trusted global advisor. 


fo LAG 
ia 


DANIEL P.. TULLY 
Chairman and Chief Executive Officer 


March 1, 1994 


UR Pie CONSULTA 
FOCUS ON ESTABLISHING LONG- 
TERM RELATIONSHIPS WITH CLIENTS 
HELPING THEM ALLOCATE AND 
MANAGE ASSETS, BASED ON A PLAN, 
f | TO DELIVER THE PERFORMANCE THEY 
; NEED FOR A LIFETIME OF CHANGING 


i OBJECTIVES. 


With the historic enactment of the North America Free Trade Agreement 
and the prospect of broadening the agreement to include other Latin 
American countries, the Americas are becoming the model of a global 
marketplace. Corporations and institutions will require a trusted advisor, as 
they seek access to this new global marketplace. 

At the same time, the aging of the U.S. population will soon compel 
increased saving and investing to finance retirement and other goals. 


Individuals also will seek a trusted advisor to help them chart their course. 


Private Client Services 

‘The growth in our client assets to over half a trillion dollars reflects our suc- 
cess in implementing a strategy developed a decade ago. Our Financial 
Consultants (FCs) focus on establishing long-term relationships with 
clients — helping them allocate and manage assets, based on a plan, to 
deliver the performance they need to meet a lifetime of changing objec- 
tives, rather than concentrating on short-term results. 

Our client-focused approach 1s evident in our commitment to helping 
clients “grow rich slowly.” An example: Asset Power®, a pricing alternative 
introduced nationally in 1993, allows our clients to pay a quarterly fee based 
on the value of their assets in lieu of commission charges for individual 
transactions. 

Our commitment has always begun with giving our FCs the most 
extensive training in the industry and with educating clients about the full 
array of investment alternatives. In 1993, almost half of our FCs — includ- 
ing many of our most experienced people — participated in training 
programs. We also conducted nearly 8,000 seminars for clients. 

Using our innovative Financial Foundation® service, FCs work with the 
client to create a financial profile and a plan to accomplish their objectives. 
In implementing this plan, the FC calls upon dedicated specialists in such 
areas as mortgages and credit, insurance, estate planning, trusts, and small 
business and employee benefit services. 

Our FCs today assist growing numbers of investors in choosing profes- 
sional asset management services, including mutual funds and private 


accounts managed by Merrill Lynch Asset Management (MLAM). 
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OUR 


COMMITMENT 
HAS ALWAYS 
BEGUN WITH GIVING | 
OUR FINANGIAL 
GCONSULTANTS THE 
MOST EXTENSIVE 
TRAINING IN THE 


INDUSTRY. 


Using our innovative 
Financial Foundation® and 
Wealth Transfer Planning 
services, FCs and specialists 
work with clients to create a 
financial profile and to 
accomplish estate planning 


and other objectives. 


THE POWER OF TAX. 
DEFERRED COMPOUNDING 


$2,000 Invested Annually* at 10% 


361,887 


® Inan IRA, 401(k), 
annuity or other 
retirement account 


Wi Ina Taxable 


Investment 198,360 


126,005 


$9,062 29,400 


10 Years 


20 Years 30 Years 


* This chart assumes a hypothetical $2,000 
annual investment at the stated rate of return 
with the earnings from the taxable investment 
taxed annually at 31%. Retirement account 
amounts are shown before taxes. Karnings and 
deductible contributions will be taxed upon 
withdrawal at the tax rate in effect at that time. 


According to ene magazine, MLAM has the best long-term perfor- 


/ ene “4° 
mance among securities firm fund families. 
| 


FCs also help clients select and monitor professional investment 
managers through our Merrill Lynch Consults® service, which grew 38% 
during the year to $16.9 billion. 

Among the reasons for growth in our advisory and asset management 
Services arg the expanding opportunities in the global marketplace. The 
portion of our clients’ assets invested internationally climbed to 9.2% last 
year. By eG end of the decade, we believe it will reach 20%. 

Our clients significantly expanded their holdings of MLAM’s global 
and iiecirnetate wel funds, such as Merrill Lynch Dragon, Developing Capital 
Markets, Latin\America, Pacific, Euro and Global Allocation Funds. All of 
these portfolios reerived significant media attention for their outstanding 
performance achievements het IIS, 

Our Defined Asset Funds™ include professionally selected portfolios 
like the Select Ten Intemational Series, which hold high-yielding stocks 
from Hong Kong’s Hang Seng Index, the London Financial Times 
Ordinary Share Index and the Dow Jones Industrial Average. 

Clients also benefit from our etait in offering new global invest- 
ment opportunities and innovations. Lastyear’s groundbreaking offering of 


Global Telecommunications Market Index Target Term Securities™ 


(MIT’T'S®) gave investors unique participation in the ra growing global 


telecommunications industry. 
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As the leadingunderwriter and distributor of municipal securities, we Pes 
believe we maintain the largest and most diverse selection of tax-exempt 
. WE ALSO 


municipal bonds on Wall Street. W bring cli I- 
p € bring clients superior market intelli HELP CLIENTS 


MANAGE THE 
new tax law, as well as advance notification of bond calls and sophisticated LIABILITY SIDE OF 


gence and research—for example, providing timely analysis of last year’s 


municipal portfolio strategy services for high-net-worth investors. THEIR BALANCE 
We also help clients manage the liability side of their balance sheets SHEETS THROUGH 
through an expanding line of innovative and cost-effective mortgage and AN EXPANDING LINE | 
personal credit instruments offered by Merrill Lynch Credit Corporation. OF INNOVATIVE AND | 
Merrill Lynch Insurance Group Inc., through its insurance subsidiaries, ee ; 
a Pe \ Ree. MORTGAGE AND 
helps clients fund their retirements and preserve their estates, primarily 
aot. ee PERSONAL 
through variable annuity and variable life insurance products, \with underly- 
\ GREDIT INSTRU-= 
t d by MLAM. \ 
ing assets managed by MENTS. 
‘The Merrill Lynch ‘Trust Companies provide comprehensive personal 
\ 
trust services in 36 states, including directed accounts, managed trusts, eee 
charitable remainder trusts, full fiduciary services, and detailed hetaan 
and estate planning. | 
| 
International Private Banking | 
The strong, longstanding presence of our International Private ‘hae 
Group in Latin America provides our high-net-worth clients inthe region 
with a full array of global investment opportunities, discretionary asset 
management and private banking capabilities — including the services of ASSETS IN 
our Swiss bank and international trust companies. CLIENT AGGCUNTS 
/ in billions 


$536 


Small and Mid-Sized Business Services 
Merrill Lynch is a leader in offering small and mid-sized businesses a full 
array of services throughout their business life cycles. More than 400,000 
business accounts have entrusted us with oyér $105 billion in assets. 

To help business owners run their businesses more effectively, our FCs 


can call on trained product specialists in areas from cash management and 


financing to investments and ERISA-qualified and non-qualified retire- 


; a 1983 1985 1987 1989 1991 1993 
ment planning. 


Source: Merrill Lynch Market Planning 


13 


ae 


_ 


ee ea 
As businesses mature, our FCs and specialists help owners achieve 


their financial goals through valuation and sale of their businesses, and 


through additional business advisory services. 


Last year, we provided retirement plan services to more than 77,000 
business clients with assets of over $43 billion. This included some 2,400 
small and mid-sized 401(k) plans that chose Merrill Lynch Asset 
Management mutual funds for their plan participants — up 89% over 1992. 


MALL AND MID- In 1993, we served over 1.1 million employees and handled over four 


million phone calls through our employer-sponsored savings plans. More 
than 30 large corporate 401(k) sponsors selected Merrill Lynch as a plan 
provider — including Mobil Corporation, ‘The Kroger Company and 
ENTRUSTED Us Pennzoil Company. 
Among the reasons corporations choose our employee benefit services 
are our comprehensive employee education materials, our performance- 
BILLION IN based standards, and our ability to anticipate plan sponsor and participant 
SETS needs. Examples of our client responsiveness include improved handling 


of participant phone inquiries — with an average response rate of less than 


20 seconds — and timely reporting to participants and plan sponsors. 


ee oe 


Institutional and-Gorporate Acti: 


‘To serve the needs of our institutional clients, it is not enough to be the 
leading underwriter, the leading block trader, the leader in research or the 
leader in derivatives. We must also bring added value to our clients in the 
quality of our advice. We offer an integrated approach, bringing skill and 
resources, coupled with the attention and service of small, focused teams 
with thorough knowledge of the markets, the client’s industry and the 
client. 

One reason for our continued leadership in underwriting is our empha- 
sis on long-term client relationships. More than half of the equity transac- 
tions we lead managed (excluding initial public offerings) were on behalf of 
existing clients. One example: our capital 
raising activities for Time Warner Inc. and 
related entities. We helped them raise $899 
million in a LYONS® issue in 1993, our sec- 
ond sole-managed equity-linked offering 
for this client in six months. ‘Time Warner 
Inc. also chose Merrill Lynch to lead man- 
age five debt transactions totaling $3.15 bil- 
lion. 

While the firm lead managed more 
landmark transactions than any of our com- 
petitors during the year, we are also 
extremely proud of our role in helping to 
finance small and mid-sized companies. By working in small dedicated 
teams, we provide tailored services for these clients. An example: the firm 
completed two offerings for Hospitality Franchise Systems, Inc. in 1993, 
continuing a relationship with the company that began with their successful 
IPO 19 1992. 

Merrill Lynch was the No. 1 underwriter of [POs with $12.8 billion. We 
lead managed a $546 million offering for Wellpoint Health Networks Inc., 
the largest IPO of a managed care company. We also dominated the under- 
writing of real estate investment trusts (REITs), lead managing $4.5 billion 


in offerings during the vear for a 36% market share. Among them was a 
<— ) 
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We respect the dignity of 


each individual, 


whether an employee, 
shareholder, 
client or member of the 


general public. 


| team of pi ofessionals in 


Operations, Syste ms and 
Telecommunications work 
continuously fo provide the 
technological innovation 
needed to deliver client 


Sy hy BOE hee Pe 
service of the highest qualit 


WITH LATIN 
AMERICA AMONG 
THE FASTEST 
GROWING REGIONAL 
ECONOMIES, 
MERRILL LYNCH 
HAS HELPED 
CLIENTS TAP INTO 
GROWING INVESTOR 
CONFIDENCE IN 
THE REGION. 


MERRILL LYNCH 
DISTRIBUTION OF 
E@uity & E@uity-LINKED 
issuESs* 


Individual 
Investors 
26% 


Institutional 
67% 


Small 
Institutions 


7% 


*Excludes closed-end funds and Rule 144a issues. 


$966 million REIT for Simon Property Group, Inc., the largest ever and an 
Investment Dealer's Digest “Deal of the Year.” 
Nowhere is the value of our approach more apparent than in our strate- 


gic advisory services. Among M&A transactions valued at more than $1 bil- 


lion in 1993, we served as advisof to such clients as The Cincinnati Gas & 
Electric Company, G'TE Corporation and WMX ‘Technologies, Inc. We also 
represented The ‘Travelers in its merger with Primerica, Columbia 
Healthcare Corporation in its acquisition of HCA-Hospital Corporation of 
America, and KMa Corporation in its divestiture of PayLess Drug Stores 
Northwest, Inc. 7 

In fixed-income securities, we continued to build on our leadership 
positions in virtually all categories — including investment-grade and high- 
yield debt, ae stock, commercial paper, medium-term notes, asset- 
backed, moftgage-backed and municipal securities. In new issue invest- 
mentee debt alone, Merrill Lynch’s volume was $83 billion, as com- 
pared to $ 7 billion in 1992. In the high-yield debt market, Merrill Lynch 
was the leading underwriter with a 24% market share versus our nearest 
competitor with 15%. Key issuers included NEX’TEL Communications, 
Inc., Bally's Grand, Inc. and Kaiser Aluminum Corporation. 

‘Two Ce transactions lead managed by our firm were also 
named “Deals of the Year”: a $300 million Alternative Credit Enhancement 
Structure for the Federal National Mortgage Association was cited by IDD, 
and a $200 million public issue backed by revolving loans to small business- 
es for Fremont Financial Corporation was recognized by /nstitutional 
Investor. \ 

With Latin America among the fastest growing regional economies, 
Merrill Lynch has helped clients tap into growing investor confidence in 


highlights were a $3 billion IPO for YPF 
Sociedad Anénima and a $171 million ADR for Banco Frances Del Rio de 


the region. Among the yea 


la Plata S.A., both in Argentina; a $ $3 million equity offering for Mexico’s 
Grupo Carso, S.A. de C.V.; a $46 million ADS offering for Venezuela’s 
Mavesa, S.A., and an $81 million Rule on 

Ganadero S.A. 


for Colombia’s Banco 


Merrill Lynch helped the Republic of Argentina launch a $1 


iar 


global bond poenuee the first by an emerging markets issuer. We also lead 
managed a $325 million global MTN for Banco Nacional de México 
(Banamex), the first global commercial paper transaction denominated in 
pesos. 

Merrill Lynch was very active in serving Canadian corporate and 
provincial clients as well, raising more than $5.8.billion in the international 
equity and debt markets for Canadian issuers in 1993. Using our global dis- 
tribution capabilities, the firm helped place Canadian dollar global bond 


offerings for the provinces of Ontario, Quebec and British Columbia. 
U.S. DOMESTIC 
HIGH-YIELD DEBT 
Institutional Investor Service. in millions 
As the leading block trader according to Autex, Merrill Lynch’s volume was $12,872 
more than twice that of its nearest competitor, and the firm leads the indus- 
try in block trading in 30 industries. 
$7,725 

‘To meet their investment objectives, our institutional clients increas- 
ingly cross not only geographic borders but also the boundaries between as 
debt and equity markets. Merrill Lynch’s sales force has extensive cross- 


training to help advise them. $200 
= 
Institutional investor conferences focusing on the Asia/Pacific and 1990 1991 1992 1993 
Latin American regions as well as on South Africa, Italy, Japan and China Source: Securities Data Co. 


further exemplify our commitment. 


lmong our strategic advisory 
assignments was our role in 

assisting Columbia Healthcare 
Corporation in its acquisition 


of HCA-Hospital Corporation 


of America. 
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EUROPE AND THE 
MIDDLE EAST 


ERRILL LYNGH WORKED. 


WITH A RECORD NUMBER | 


ISING CAPITAL 


» 


‘The year was marked by a number of major developments in the European 
economy: the growing wave of privatizations, record issuance in the 
Euromarkets, the further opening of domestic capital markets to foreign 
issuers and investors, and the continued restructuring of European industry. 
These developments occurred against a background of recession from 
which the major economies are now beginning to emerge. 

As the leading underwriter in the U.S. and worldwide, Merrill Lynch 
worked with a record number of European corporations, financial institu- 
tions, sovereign governments and affiliates in raising capital and providing 
strategic advice. 

As European corporations look beyond their own borders for invest- 
ment capital, they increasingly call upon Merrill Lynch for assistance. In 
early 1994, we served as co-book-running lead manager with CJ Lawrence- 
Deutsche Bank of a $806 million ADS for Daimler-Benz, the first regis- 
tered equity offering in the U.S. by a German company. 

In 1993, we helped clients in ten European countries raise over $5 
billion in equity and equity-linked capital. We maintained our leadership 
positions in convertibles and preferred stock. Notable transactions included 
the $1.42 billion privately placed LYONs® issue for Swiss-based Roche 
Holdings, Inc.; the DM 216.6 million ARBED LYONS issue; and the £75.6 
million convertible bond issue for Coats Viyella. We also lead managed 
major preferred stock issues for Lasmo PLC, National Westminster Bank 
PLC and Carlton Communications PLC in the U.K., and Elf Aquitaine, 
Credit Lyonnais and Rhéne-Poulenc in France. 

Merrill Lynch has played a major role in European privatizations. In 
France, we have been prominently involved in three of the four completed, 
including the Banque Nationale de Paris privatization, where we lead man- 
aged the successful $103 million U.S. tranche. In early 1994, we lead man- 
aged the U.S. offering and acted as senior co-manager of the global offering 
for the Elf Aquitaine privatization, the largest to date. In Italy, we served as 
lead manager for the successful $104 million U.S. tranche of the Italian 
Government's privatization of Credito Italiano. 

Merrill Lynch further expanded its presence in the sovereign bond 
markets. In Scandinavia, we successfully launched debt issues for the gov- 
ernments of Sweden (notably a $1.5 billion floating rate note issue), 
Norway and Finland (for whom we lead managed a $1 billion addition to 


the $2 billion bond issue completed in 1992). We acted as joint lead under- 
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AS 

EUROPEAN 
CORPORATIONS 
LOOK BEYOND THEIR 
OWN BORDERS FOR | 
INVESTMENT CAPITAL, | 
THEY INCREASINGLY | 
CALL UPON 

MERRILL LYNCH 
FOR ASSISTANCE. 


WORLDWIDE 
INITIAL PUBLIC OFFERINGS 
MARKET SHARE 


19.8% 
18.4% 


13.4% 


6.4% 


LOO Ree LOO Te L992 1993 


Source: Securities Data Co. 


With 23 offices throughout 
Europe and the Middle 
East, our International 
Private Banking Group 

serves as a trusted 
advisor toa select but 
. . je 

growing clientele. / 


Ji 


/ 
writer on the ie our $1 billion offering for the Republic of Portugal. The 
firm also served as lead manager of a $500 million Eurobond offering for 

MERRILL the Kingdom of Belgium. 
LYNCH A growing number of European banks look to us for capital raising and 
DERIVATIVE strategic advice. In Germany, we were the largest underwriters of collared 
PRODUCTS, ING. floating rate notes with ten transactions totaling over $1 billion for six 
WAS ABLE TO | 

SIGNIFICANTLY 
EXPAND ITS CLIENT 
BASE AND PRODUCT 
LINE TO INCLUDE 
A FULL RANGE OF 
INTEREST RATE 


AND CURRENCY ° Fspaiia). \ 
DERIVATIVE As structural changes take place in Europe, Merrill Lynch’s experience 


German banks. In Scandinavia, we successfully reopened the perpetual 
debt market for bank borrowers, with Yen private placements for 
Nordbanken and Union Bank of Norway. In Spain and Portugal, we lead 
managed equity transactions for Banco Central Hispanoamericano and 
Espirito Santo Financial Holdings SA. We also advised the Government of 


Spain on ale | atelee offering of shares in Argentaria (Corporaci6n Bancaria 


PRODUETS. 284 Strategic advisor is increasingly valued. The firm played an important 

advisory role in the $1.22 billion sale by the Finnish Government of the 
—» Savings Bank of Finland to four of the country’s banks. 
< 

Diverse Global Services 
Merrill Lynch Derivative Products, Inc., our triple-A-rated subsidiary, con- 
tinued to play an important role‘in the success of our capital markets busi- 
ness. In 1993, MLDP was able to significantly expand its client base and 
product line to include a full range of interest rate and currency derivative 
products while increasing the number of markets traded. 


The company significantly expanded its presence in_markets through- 


out Europe. We continued to increase our activities in Germany; re 
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Merrill Lynch Bank AG extended our franchise in DM underwriting of cor- 
porate and government bonds. We have become one of the largest under- 
writers of Swiss franc securities and are the most active foreign firm in the 
Swiss capital markets. We have been approved by the French Tresor to lead 
manage Euro franc issues and advised the. Tresor in the deregulation of the 
French franc EM’T'N market. In early 1994, Merrill Lynch became a Gilt 
Edged Market Maker in the United Kingdom. 


International Private Banking 

Our International Private Banking Group’s expanding network of more 
than 800 Financial Consultants and Private Bankers, about half of whom 
are based in our 23 offices throughout Europe and the Middle East, serve 
as trusted advisors to a select but growing clientele of international 
investors. We provide a comprehensive range of private banking services 
and multicurrency, multimarket investment opportunities, backed by our 
superior research and personal service. 

The firm’s success 1n building a top private banking institution was 
reflected in last year’s 27% growth in private banking client assets to more 
than $27 billion. In 1993, international client assets under management by 
offshore Merrill Lynch Asset Management mutual funds, futures funds and 
discretionary managed assets at Merrill Lynch Bank (Suisse) S.A. increased 
97% to $10.19 billion. MLAM is the largest U.S. manager of offshore funds. 

‘To better serve our clients and accommodate business expansion, we 
are combining our merged brokerage and private banking activities in the 


U.K. in new headquarters on Chester Street in the Belgravia/area of 


London. 
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TEAM | 
fo — 
a 
We strive for 
oe : eG 
_-—seamless integration 
of services, —_ 
In the clients’ eyes, there is 
only one 
~_ Merrill Lynch. 
Kes ae ae Fs 
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We maintained our leadership 
in convertible and preferred 
stock issuance with such trans- 
actions as the $1.42 billion pri- 
vately placed LYONS offer ing 
for Roche Holdings, Inc. 
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The Asia/Pacific region has the world’s fastest growing economies, with 
estimates that the People’s Republic of China (PRC) alone may account for 


half the growth in world trade between now and the end of the century. 


Active in the region for more than 45 years, Merrill Lynch is ideally ; 9 eS 


positioned to help clients benefit from opportunities in established quality of lt e at 

in the comm oe : 

where Our : 

_— employees vee ih 
dwork, — aa 


economies like Japan and Australia, as well as rapidly developing ones like 


India, Indonesia, ‘Thailand and the PRC, where we began building rela- 


ae 
ad 


tionships 20 years ago. 


eee 


Japan 

As the first foreign securities firm to enter Japan more than 30 years ago, 
Merrill Lynch is an integral part of the country’s financial community. Fora 
seventh straight year, Nihon Keizai Shimbun, Japan’s leading financial daily, 
named Merrill Lynch the foreign securities firm of choice among corporate 
executives. 


For the past three years, we have worked closely with our Japanese 


clients and the Ministry of Finance to help open direct access to offshore IN ASIA’S 

debt markets through establishment of M’I’N programs. In 1993, we HIGH-GROWTH 

arranged the first such program, with a $2.5 billion Euro MTN by Itochu ECONOMIES, WE 

Corporation and two of its subsidiaries, followed closely by a $3 billion CONTINUE TO 

MTN program by Kansai Electric Power Co., Inc. STRENGTHEN OUR 
In the Eurobond market, Merrill Lynch, acting as co-lead manager, RELATIONSHIPS 


WITH SOVEREIGN | 
AND CORPORATE 
CLIENTS, PRIVATE 
CLIENTS AND 
OFFSHORE 
INVESTORS. 


launched the largest corporate offering ever — a $1.5 billion bond for 


‘Toyota Motor Corporation. 


Australia 

The firm lead managed the $160 million IPO of Amway Asia Pacific Ltd., a 

global offering listed on the Australian and New York Stock Exchanges, a 

pan-Asian transaction which financed parent Amway Corporation's entry - - 
into the People’s Republic of China. Merrill Lynch International (Australia) 

Limited acted as strategic advisor to New Zealand’s Tower Corporation 

Holdings, Ltd. We also lead managed a Rule 144-A LYONS? issue for 


News Corp. that raised $507 million in proceeds. 


MERRILL LYNCH 

iS IDEALLY QUAL- 
IFIED TO SERVE THE 
GROWING NUMBERS 
OF HIGH-NET WORTH 
INDIVIDUALS AND 
ENTREPENEURS IN 
THE ASIA/PACIFIC 


REGION. 


aes reg gH : : 
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AST S$ FIt2N-VTOWITN ECONOMIES 


In Asia’s high-growth economies, we continue to crenerien our relation- 
ships with sovereign and corporate clients; private clients and offshore 
investors. Building on many years of experience with Korean issuers, 
Merrill Lynch lead managed a $150 million common stock issue on behalf 
of Samsung Electronics Co,/Ltd., for whom we had previously managed 
the largest ever Korean gonvertible issue. We also lead managed a $400 mil- 
lion debt offering for the Korea Development Bank, our third for this insti- 
tution. 

Elsewhere, we lead managed transactions as varied as a $67 million 
ordinary share issue for Indonesia’s Semen Cibinong P'T and a $65 million 
convertible offering for India’s Essar Gujarat. 

Our company is the leading overseas investment bank in the People’s 
Republic ofChina, where ongoing relationships have enabled us to negoti- 
ate and close 19 major transactions totaling $23 billion since 1992. Early 
1994 saw the successful worldwide distribution of a $1 billion global note 
offering lead managed by Merrill Lynch for the Chinese Government. 

Merrill Lynch’s global coordination of Shanghai Petrochemical 
Company iimired’s $343 million IPO was the first simultaneous listing on 


the New York and Hong Kong Exchanges by a Chinese company. The 


issue required close coordination and drew upon the talent and resources of 


\ 


the Merrill Lyne ‘team on three 
continents. j 

‘The People’s Republic is 
becoming a major issuer of debt, 
driven by an ever-growing need for 
capital and improved credit ratings. 
In 1993, Merrill Lynch advised the 
Ministry of Finance in preparing 
presentations to Moody’s Investor 
Services and to Fitch. We were pleased that the Ministry was successful in 
obtaining credit upgrades from both agencies. 

Merrill Lynch became the first U.S. securities firm with an office in the 
People’s Republic, opening a representative office in Shanghai last spring. 
We also hosted two dozen of the country’s financial executives for an inten- 
sive eight-week course on the U.S. securities markets. 

Elsewhere in the region, Merrill Lynch opened a new representative 
office in Bangkok. We lead managed a unique derivative issue of 1.6 
million call warrants pegged to the Hong Kong 30 Index and listed on the 
American Stock Exchange. We were the leading trader of Asian ADRs, 


with 48.8% market share. 


International Private Banking 

Merrill Lynch is ideally qualified to serve the growing numbers of high-net- 
worth individuals and entrepreneurs in the Asia/Pacific region with full and 
active asset and liability management services. Our Private Bankers and 
Financial Consultants are committed to providing the highest level of per- 
sonal service, including trust and Swiss banking services and access to glob- 
al investment opportunities. Our recently integrated brokerage and private 
banking branch in Singapore continues to show exceptionally strong 


growth, as do our offices in Hong Kong, Taiwan and Sydney. 


— | 
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_—/ Total assets held in Merrill Lynch client \ m Over 5,600 Financial Consultants participat- 


’ accounts rose 12.5% to $536 billion. : \ ed in training programs in 1993, including a pro- 
. \ gram on managing a portfolio for performance 
attended by 1,700 top FCs and branch man- 
agers. 


~ Merrill Lynch Asset Management had the 
best long-term performance among securities 
firm fund families in an analysis by Smart Money 
magazine. ba. 


m The number of financial plans prepared 


} 2 
_ Assets under management by MLAM rose i through our oe “of the-art Financial 


16% to $160 billion, as MLAM i intro duced 40 Foundation® service increased almost 100% to 

new funds and added approximately 1 000 dis- 77,000 plans. | 

ee private accounts. | / m ‘The number of our central asset accounts 
A Total holdings of MLAM international and has reached 1.8 million. In 1993, we successful- 

ly introduced the CMA® Master Financial™ * 

81.8% to $21.4 billion. 3 THvescéd-bysinter- service — an efficient, cost-effective way to 
national investors in ofish ofe MLAM funds), _ Segregate-asscts for various financial needs. 
rose to. $4. 8 billion, making MLAM the largest. m Merrill Lynch holds more retirement plan- 
USS. manager of offshore funds. ~ » assets than the top 140 commercial banks 
“combined. In 1993, IRA assets at Merrill Lynch 
rose46% to a 3 billion. 


m Mortgage originations under our PrimeFirst® 
and Mortgage Portfolio programs totaled 

$1.4 billion, while Sh. billion in Equity Access® 
credit lines were outstanding, We introduced 
the OMEGA™ ctedit account, a cost-effective, 
securities-based personal line of credit. 


- iE m Our Merrill Lynch Funds Rocremene Plus® 
——— _ variable annuity generated premiums of 
a $1.5 billion. po EN 
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———..___@ International rivate Banking client assets 
 qacreased: 27% to) $27-billion,-as international __ 


‘The percentage of client assets invested 
internationally climbed to 9.2%. We believe it 
_ will reach 20% by the year 2000. 


~~ Merrill Lynch Consults® assets under man- 
agement increased 38% to $16.9 billion. 


| ; trust assets climbed 77% and assets under pro- | 
< % fessional management rose 97%. x 
%, y } 
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accounts. 


sources. 


$8.4 billion. 


% 


_m™ Businesses have entrusted us with more 
than $105 billion in assets in over 400,000 


__-& Assets in our 108,000 Working Capital 
Management™ (WCMA®) accounts increased 
12% to $33.6 billion. Loan commitments grew 
32% to $960 million, with $85 million in addi- 

“tional financings arranged through outside 


m We performed valuations of more than 140 
companies with business assets of over 


Assets in the 2,500 401(k) plans serviced 
by Merrill Lynch more than doubled to 
$17 billion. 


Employee Stock Purchase Plan corporate 
clients grew by over 13% to nearly 300, 
representing approximately 2.3 million eligible 
employees. 


We provided broad-based Employee Stock 
Option Plan services to over 350,000 partici- 
pants in more than 45 countries and produced 
participant statements in six foreign languages. 


LARGE ConPoRAMIONGS AND INSTITUTIONAL CLIENTS 


®@ Merrill Lynch ranked #1 in Global Debt and 
Equity underwriting for the fifth consecutive 
year and #1 in U.S. Domestic Debt and Equity 
underwriting for the sixth consecutive year. 


m® Merrill Lynch ranked #1 in Worldwide 

__ Equity and Equity-linked offerings, bringing to 
~ market US$26.7 billion (including closed- end 

— funds). 


m We remained the #1 tadenmntel of 
Worldwide and \U.S. Domestic Debt, including 
high-grade and high-yield debt and preferred 
stock (nonconvertible). 

m Our company was the top- -ranked firm in 


listed block and ADR trading as well as a mar- 
_ ket leader in NASDAQ trading. . 


record volume of transactions, solidifying i its 
position as a leading dealer in government secu- 
tities. Average daily volume was over $17.0 bil- 
lion as compared with over $13 billion in 1992. 


Merrill Lynch was named “Equity House of 
__ the Year” by International Financing Review. 


_ ™® Our Government Trading desk executed 2 ae 


An Euromoney’s annual poll of major securi- 
ties issuers worldwide, Merrill Lynch won top 
honors in the Capital Raisers category. Merrill 
Lynch was also voted the best investment bank 
at raising capital in the U.S. public markets and 
the best in Medium-T’erm Notes, both in 
Europe and the U.S. 


We continue to be a leader in swaps and 
debt and equity derivative products. Merrill 
Lynch Derivative Products, Inc. concluded its 
second full year of operations with 233 counter- 
parties, a notional principal of $59.2 billion and 
1,624 transactions. 


Merrill Lynch took top honors in the 1993 
Institutional Investor All- America Research 


Feamrankings. ML industry analysts held-a 


total of 56 team positions. In The Wall Street. 
Journal list of All-Star Analysts, Merrill Lynch 
captured the most positions with 20. 
Merrill Lynch ranked #1 in Worldwide 
Public and Private offerings and completed a 
total of 101 merger and acquisition transactions 


} 


totaling $30 billion during the year. 4 
We remained #1 in Worldwide Public and 


Private Offerings for Financial Institutions and ™ 

continue to be a leading advisor to these institu- o 

tions in mergers and acquisitions, as well as One eee ae 
raising capital. | eT sae / 2 
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FINANCIAL REVIEW 


| THE MERRILL LYNCH PRINCIPLES— 


CLIENT Focus 


Lia RESPECT FOR THE INDIVIDUAL 
Jab TEAMWORK 


— a = a RESPONSIBLE CITIZENSHIP 


7 )6-h™C™C™é<~S EC CAND INTEGRITY— 
a. | HAVE | ENDURED DESPITE 


— _ COMPETITIVE PRESSURES AND 


Sane 


eee etre 


| : CHANGING MARKETS. 


ook 


| Area PRINCIPLES HAVE HELPED 


. 

Le = i __breare 7 rH E FINANCIAL STRENGTH 
i. “THAT ‘MERRILL LYNCH USES 
Le 


“To MEET THE NEEDS ¢ OF CLIENTS, | 


ENHANCING STOCKHOLDER VALUE 


Over the past several years, Merrill Lynch has taken a number of steps to 
improve profitability and enhance stockholder value. We have sought to 
strengthen our capital base, improve our credit and risk management 
controls, decrease our illiquid long-term assets, diversify our sources of 


liquidity, and focus on our core businesses. 


Employee Incentives 


We have aligned the interests of employees with those of stockholders, by 


focusing employees on controlling costs and by linking incentive compensa- 


tion to earnings and return on equity. 


Balancing Returns with Risks 
For each of our major businesses, risk-adjusted returns are calculated 
through a process that considers the risk-based equity requirements of the 
particular business. This equity requirement—which is based on coverage 
of market, credit, and other risk exposures—then becomes the benchmark 
used to determine whether the potential returns of the business across 7 ae 
market cycles justify the risks inherent in the business. 

ee xe 
True Profit, Not Nominal Profit ~ 


Along with risk-adjusted return, each business is judged on the basis of its x 


economic profit—the profit in excess of the cost of the equity capital need- 
ed to run that particular business. Through these two perfor- 
mance measures, Merrill Lynch evaluates each of its busi- 
nesses using much the same criteria that investors use in eval- 
uating a company’s stock. In this way, we link our business 


decisions to the goal of increasing stockholder value. 


Capital Strength 
Merrill Lynch is one of the most highly capitalized U.S. secu- 
rities corporations. We maintain a level of equity adequate to 
meet the cumulative risk‘adjusted requirements for our vari- 
ous businesses and product groups, whether on- or off- 
balance sheet. Our capital strength is a fundamental factor 
underlying our assessment of new growth opportunities, our 


share repurchase program, and our dividend policy. 


a, 
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SELECTED FINANCIAL DATA 


Year Ended Last Friday in December 


(Dollars in Thousands, Except Per Share Amounts) 1993 1992 1991 1990 1989 
(53 Weeks) (52 Weeks) (52 Weeks) (52 Weeks) (52 Weeks) 
Operating Results 
Revenues $ 16,588,177 $ 13,412,668 $ 12,352,812 $ 11,147,229 $ 11,273,223 
Interest Expense 6,029,947 4,835,267 5,106,344 5,363,900 5,371,028 
Net Revenues 10,558,230 8,577,401 7,246,468 5,783,329 5,902,195 
Non-Interest Expenses 8,133,422 6,956,012 6,229,050 5,501,001 6,060,581 
Earnings (Loss) Before Income Taxes, Cumulative Effect of 
Changes in Accounting Principles and Discontinued 
Operations 2,424,808 1,621,389 1,017,418 282,328 (158,386) 
Income Tax Expense 1,030,449 668,984 321,301 90,472 58,980 
Earnings (Loss) Before Cumulative Effect of Changes in 
Accounting Principles and Discontinued Operations $ 1,394,359 $ 952,405 $ 696,117 $ 191,856 $ (217,366) 
Net Earnings (Loss) $1,358,939 $ 893,825 $ 696,117 $ 191,856 $ (213,385) 
Net Earnings (Loss) Applicable to Common Stockholders $ 1,353,558 $ 887,486 $ 678,392 $ 167,932 $ (235,401) 
Financial Position 
Total Assets $152,910,362 $107,024,173 $ 86,259,343 $ 68,129,527 $ 63,942,263 
Short“Ierm Borrowings (a) $ 79,632,477 $ 51,179,530 $ 38,697,544 $ 27,340,915 $ 28,558,220 
Long-Ierm Borrowings $ 13,468,900 $ 10,871,100 $ 7,964,424 $ 6,341,559 $ 6,897,109 
‘Total Stockholders’ Equity $ 5,485,913 $ 4,569,104 $ 3,818,088 $ 3,225,430 $ 3,151,343 
Tax Information 
Other Taxes, Principally Payroll and Property $ OST) $ 221,930 $ 191,291 $ 169,457 $ 177,780 
‘Total Taxes (6) $ 1,253,826 $ 890,914 $ 512,592 $ 259,929 $ 236,760 
Common Share Data 
Primary: 
Earnings (Loss) Before Cumulative Effect of Changes in 
Accounting Principles and Discontinued Operations $ 6.14 $ 4.18 $ 3.01 $ .80 $ (1.18) 
Net Earnings (Loss) $ 5.98 $ 3.92 $ 3.01 $ 80 $ (1.16) 
Fully Diluted: 
Earnings (Loss) Before Cumulative Effect of Changes in 
Accounting Principles and Discontinued Operations $ 6.11 $ 4.17 $ 2.95 $ .80 $ (1.18) 
Net Earnings (Loss) $ 5.95 $ 3.91 $ 2.95 $ .80 $ (1.16) 
Book Value $ 26.17 $ ZEST $ 17.88 $ 14.99 $ 14.26 
‘Total Taxes (b) $ 5.54 $ 3.94 $ (Aefal) $ 1.23 $ 1.16 
Dividends Paid $ .70 $ 75 $ 50 $ 50 $ 50 
Weighted Average Shares Outstanding: 
Primary 226,331,000 226,402,000 225,350,000 211,052,000 203,718,000 
Fully Diluted 227,480,000 226,854,000 229,916,000 211,052,000 203,718,000 
Shares Outstanding at Year-End (c) 203,989,691 207,202,688 205,443,636 199,669,270 205,382,754 
Financial Ratios 
Pretax Margin (e) 23.0% 18.9% 14.0% 4.9% (d) 
Profit Margin (f) 13.2% 11.1% 9.6% 3.3% (d) 
Common Dividend Payout Ratio 10.9% 13.5% 15.2% 61.8% (d) 
Return on Average Assets 1.0% 0.8% 0.8% 0.3% (d) 
Return on Average Common Stockholders’ Equity 27.3% 22.0% 20.8% 5.8% (7.4)% 
Leverage 27.4x Papi bs 24.1x 22.9x 20.2x 
Adjusted Leverage (g) 16.6x 15.9x 16.3x 15.3x 13.8x 
Other Statistics 
Number of Full-Time Employees 41,900 40,100 38,300 39,000 41,200 
Number of Financial Consultants and Account Executives 13,100 12,700 12,100 11,800 12,300 
Number of Sales Offices: 
Domestic 460 460 460 460 465 
International 50 50 50 50 55 


(a) Short-Term Borrowings include repurchase agreements, and commercial paper and other short-term borrowings. 
(6) Excludes $25,075 and $73,065 of income taxes in 1993 and 1992, respectively, related to the cumulative effect of changes in accounting principles. Excludes income taxes 
of $2,883 in 1989 associated with the discontinued operations of Fine Homes International, L.P. 


(c) Does not include 8,932,332, 11,201,672, 13,636,820, 16,071,968, and 18,653,462 unallocated shares held in the Employee Stock Ownership Plan at year-end 1993, 
1992, 1991, 1990 and 1989, respectively, which are not considered outstanding for accounting purposes. 


(d) As a result of the net loss in 1989, this ratio is not meaningful. 


(e) Earnings Before Income Taxes, Cumulative Effect of Changes in Accounting Principles, and Discontinued Operations to Net Revenues. 
(f) Earnings Before Cumulative Effect of Changes in Accounting Principles and Discontinued Operations to Net Revenues. 
(g) Average total assets less resale agreements and securities borrowed, to average total stockholders’ equity. 
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Management of Merrill Lynch & Co., Inc. is responsible —_ procedures for developing and assessing the performance est 


for preparing the financial statements and related notes of the Corporation's employees with an emphasis on eK 
contained in the Annual Report in accordance with ethical business behavior. ' 
generally accepted accounting principles. The consoli- Further oversight is provided by independent 
dated financial statements and related notes include Corporate units such as Audit, Credit, Risk Manage- MANAGEMENT 2) 
amounts based upon our best estimates and judgments. ment, Law and Compliance. Corporate Audit reports 
Other financial data included in the Annual Report are directly to the Audit and Finance Committee and pro- DISCUSSION 
consistent with the financial statements. vides independent appraisal of the Corporation's internal 
Management recognizes the importance of safe- accounting controls and its compliance with established OF FINANCIAL 
guarding the Corporation's integrity and understanding policies and procedures. 
the risks of the business. Therefore, Management Corporate Credit monitors credit exposure while RESPONSIBILITY / 
devotes considerable attention to promoting the highest working with the business groups in controlling overall 
standards of ethical conduct, exercising responsible credit risk. 
stewardship over the Corporation's assets, and presenting Risk Management establishes parameters for 
fair financial statements. market risk assumed by the Corporation. This group Sah 
‘To achieve these objectives, Management main- uses various systems and procedures to monitor posi- 
tains a framework of internal control standards which tions and risks. In addition, Risk Management has clear 
include policies, procedures, and organizational struc- authority to enforce trading limits. 
ture, all overseen by a predominantly independent Board Law and Compliance serves in a counseling 
of Directors. and advisory role to Management. In this role, these 
Several committees of the Board actively partici- groups develop policies and monitor compliance with 
pate in setting policy and monitoring controls. The Audit _ both internal policies and external rules and industry 
and Finance Committee, consisting entirely of indepen- regulations. 
dent directors, examines the Corporation's compliance Further, the Corporation's independent auditors, 
with acceptable business standards and ethics. It also Deloitte & Touche, perform annual audits in accordance 
reviews significant financial issues, recommends overall with generally accepted auditing standards, which include 
policies regarding risk and funding requirements and a review of the internal accounting control system. 
recommends to the Board of Directors the appointment The Corporation continually reviews its frame- 
of the Corporation's independent auditors. The Manage- _ work of controls, taking into account changing circum- 
ment Development and Compensation Committee, also _ stances and continues to make modifications when 
composed entirely of independent directors, oversees required and cost-effective. 


Sy aaa 


DANIEL P. TULLY JOSEPH T. WILLETT 


Chairman and Sentor Vice President and 
Chief Executive Officer Chief Financial Officer 
Merrill Lynch & Co., Inc. (ML & Co”) is a holding com- mary derivative subsidiaries which enter into interest rate 7 ae 
pany that, through its subsidiaries and affiliates provides and currency swaps and other derivative transactions. SS 
investment, financing, insurance, and related services Merrill Lynch Asset Management manages mutual funds ~ 
worldwide. Its principal subsidiary, Merrill Lynch, and provides investment advisory services. Other subsid- 
Pierce, Fenner & Smith Incorporated (“MLPF&S”), is iaries provide financial services on a global basis similar 
one of the largest securities firms in the world. MLPF&S to those of MLPF&S and are engaged in such other 
is a broker in securities, options contracts, commodity and —_ activities as international banking, lending, and providing DESCRIPTION 
’ . . . 
financial futures contracts, a distributor of selected insur- other investment and financing services. Insur ance 
ance products, a dealer in options and in corporate and underwriting operations consist of the underwriting of OF BUSINESS 
? . . . . 
municipal securities, and an investment banking firm. life insurance and annuity products through insurance 
Merrill Lynch Government Securities Inc. is a primary company subsidiaries of Merrill Lynch Insurance Group, 


dealer in obligations issued by the U.S. Government or Inc. and the sale of life insurance through Merrill Lynch 
Life Agency Inc. and other life insurance agencies associ- a 


guaranteed or issued by Federal agencies or instrumen- : : hae 
talities. Merrill Lynch Capital Services, Inc. and Merrill ated with MLPF&S. —— 
Lynch Derivative Products, Inc. are ML & Co.’s pri- 
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| MANAGEMENT’s DISCUSSION AND ANALYSIS | 


BUSINESS ENVIRONMENT 

Merrill Lynch & Co., Inc. and its subsidiaries (collec- 
tively referred to as the “Corporation’) conduct their 
businesses in global financial markets that are influenced 
by a number of factors including economic conditions, 
political events, and investor sentiment. The reaction of 
issuers and investors to a particular condition or event 

is unpredictable and can create volatility in the market- 
place. While higher volatility can increase risk, it also 
increases order flow, which drives many of the Corpora- 
tion's businesses. Other market and economic condi- 
tions, including the liquidity of secondary markets, the 
level and volatility of interest rates, currency and security 
valuations, competitive conditions, and the size, number 
and timing of transactions may also affect earnings. As a 
result, revenues and net earnings can vary significantly 
from year to year, and from quarter to quarter. 

For the third consecutive year, securities firms in 
the United States posted record profits. In 1993, the 
securities industry continued to benefit from favorable 
market conditions in the U.S. and further expansion 
of international market activities. The combination of 
historically low interest rates, the continued restructuring 
of corporate balance sheets, steady economic improve- 
ment in the United States, and the growth in emerging 
market financings, particularly privatizations, contributed 
to robust underwriting activity. The aggregate volume 
of new stock and bond issues established new records 
both in the U.S. and worldwide. Fees generated from 
the underwriting of equities (including initial public 
offerings), high-yield bonds, and Eurobonds reached 
new highs industrywide. 

Emerging market financings continued to grow 
due to the development of capital markets in countries 
such as China and the growing need for additional for- 
eign capital and investment. Emerging market countries 
improved existing infrastructures and privatized state- 
owned industries through global financings. Demand for 
financing through privatizations, particularly in Latin 
America, Europe, and China remained strong and is 
expected to be a growing source of underwriting activity 
for the industry in the near term. In the second half of 
1993, merger and acquisition activity rebounded, bene- 
fiting from telecommunication and health care related 
consolidations. 

The institutional investor market remained strong 
and was buoyed by increasing cross-border and second- 
ary trading activity, expanding investor portfolios, and 
growing mutual funds. ‘Trading in swaps and other deriva- 
tives, including structured transactions, remained strong 
as investors used these products to manage interest rate 
and currency risks, improve yields, and diversify their 
investments. 

Individual investors continued to diversify their 
holdings seeking both domestic and international invest- 
ment opportunities. Investors steadily moved away 
from lower-yielding, short-term investments and, 
instead, redeployed assets into equities, corporate and 
municipal bonds, and an assortment of domestic and 
international mutual funds. Consequently, revenues from 
commissions, principal transactions, and fee-based ser- 
vices advanced as a result of increased investor activity. 
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The Corporation recognizes that market and 
economic conditions can change and continues to focus 
on those factors that help reduce the impact of the 
cyclical nature of markets on profitability. These factors 
include managing risks, controlling costs, expanding fee- 
based businesses, linking compensation to profitability, 
evaluating businesses based on performance criteria, 
and restructuring or exiting those businesses that fail to 
consistently achieve measurement standards and strate- 
gic objectives. 


RESULTS OF OPERATIONS 


Favorable markets, continued cost control, risk manage- 
ment, and strong market share contributed to the Cor- 
poration’s record performance in 1993. Net earnings were a 
record $1.36 billion or $5.98 per common share primary 
($5.95 fully diluted), up 52% above the $893.8 million 
or $3.92 per common share primary ($3.91 fully diluted) 
reported in 1992. In 1991, net earnings were $696.1 mil- 
lion or $3.01 per common share primary ($2.95 fully 
diluted). On October 11, 1993, the Corporation's Board 
of Directors declared a two-for-one common stock split, 
effected in the form of a 100% stock dividend, paid on 
November 24, 1993 (see Stockholders’ Equity in the 
Notes to Consolidated Financial Statements). All share 
and per share data presented herein have been restated 
for the effect of the common stock split. 

The 1993 results include the early adoption of 
Statement of Financial Accounting Standards (“SFAS”) 
No. 112, Employers’ Accounting for Postemployment Bene- 
fits. The cumulative effect of this change in accounting 
principle decreased 1993 earnings by $35.4 million 
($60.5 million before income taxes), or $.16 per com- 
mon share primary and fully diluted. Earnings before the 
cumulative effect charge were $1.39 billion or $6.14 per 
common share primary ($6.11 fully diluted). 

Results for 1993 also include a non-recurring first 
quarter pretax lease charge totaling $103.0 million 
($59.7 million after income taxes), related to the Cor- 
poration’s decision not to occupy certain space at its World 
Financial Center Headquarters (“Headquarters”) facility. 
‘This space was made available for sublease as a result of 
continued streamlining of operations and the declining 
number of employees at the Headquarters location. An 
agreement to sublet this space was executed in the 1993 
fourth quarter. 

In 1992, the Corporation adopted SEAS No. 106, 
Employers’ Accounting for Postretirement Benefits Other Than 
Pensions and SFAS No. 109, Accounting for Income Taxes. 
The cumulative effect of these changes in accounting 
principles reduced 1992 earnings by $58.6 million 
or $.26 per common share primary and fully diluted. 
Earnings before the cumulative effect adjustment were 
$952.4 million or $4.18 per common share primary 
($4.17 fully diluted). 

Pretax earnings were a record $2.42 billion, up 
50% over the $1.62 billion reported in 1992. In 1991, 
pretax earnings were $1.02 billion. The pretax profit 
margin on net revenues rose to 23.0% in 1993 from 
18.9% in 1992 and 14.0% in 1991. 


Total revenues for 1993 were a record $16.59 
billion, advancing 24% and 34%, respectively, from 
those reported in the previous two years. Revenue growth 
was broad-based, with records established in virtually 
all categories. Net revenues (revenues after interest 
expense) grew to $10.56 billion, exceeding 1992 and 
1991 amounts by 23% and 46%, respectively. 
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Non-interest expenses were $8.13 billion, increas- 
ing 17% and 31% from those reported in 1992 and 1991, 
respectively. Excluding the non-recurring 1993 first 
quarter lease charge of $103.0 million, non-interest 
expenses were up only 15% from 1992. Incentive and 
production-related compensation, communications 
costs, brokerage, clearing and exchange fees, and certain 
advertising and market development expenses all rose 
due to increased business volume. Other non-interest 
expenses, which include base salaries, payroll taxes, 
benefits costs and all remaining expense categories, 
increased 12% over 1992 and 23% above 1991 levels. 
Many of these expense categories, including advertising 
and market development and professional fees, contain 
discretionary components that can be reduced if busi- 
ness conditions change. 

The Corporation capitalized on strong markets 
during the past three years. At the same time, emphasis 
on managing and controlling costs has continued to 
positively influence the bottom line. After-tax profit 
margins have steadily improved, rising to 13.2% (12.9% 
after the cumulative effect of accounting change) in 
1993 from 11.1% (10.4% after the cumulative effect of 
accounting changes) in 1992, and 9.6% in 1991. The 
Corporation's return on average common stockholders’ 
equity climbed to 27.3% in 1993, compared with 22.0% 
and 20.8% in 1992 and 1991, respectively. 

In 1993, the Corporation reclassified certain 
income statement and balance sheet categories. Prior 
years’ financial statements have been reclassified to con- 
form to the presentation for the current period. (See 
Basis of Presentation in the Notes to Consolidated 
Financial Statements.) 


The following discussion highlights in more 
detail changes in the major categories of revenues and 
expenses and other pertinent information on the Cor- 
poration’s business activities. 
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Commission revenues advanced 19% in 1993 to $2.89 
billion, due primarily to the continued growth of listed 
securities transactions and increased sales of mutual 
funds, regulated commodities contracts, and over-the- 
counter securities. 

Commissions from listed securities increased 23% 
from 1992 to $1.41 billion as investors remained active in 
the equity markets. Market participation increased as 
investors continued to reposition their investment portfo- 
lios to enhance potential yield and growth opportunities. 
In 1993, the average daily trading volume on the New 
York Stock Exchange (“NYSE”) increased 29% from 
1992 to 260 million shares. The Dow Jones Industrial 
Average (“DJIA”) average daily closing index, a measure 
of share prices, was 3,522, 7% above the 1992 average 
daily close. The Corporation's 1993 market share of 
publicly listed NYSE equity volume was approximately 
10%, down slightly from 1992. 

Mutual fund commissions rose 27% in 1993 to 
$846 million. Individual investors continued shifting 
maturing certificates of deposits and other low-yielding 
cash investments into domestic and global equity mutual 
funds and, to a lesser extent, fixed-income mutual funds. 
As a result, revenues from sales of front-end funds 
increased 30% over 1992 to $500 million. Moreover, 
strong current and prior-period sales led to a 31% 
increase to $297 million in distribution fees from 
deferred-charge funds. Redemption fees declined 10% 
to $49 million from the prior year. 

Other commissions consisted primarily of money 
market, commodities, over-the-counter, and option 
products. In 1993, other commissions increased 5% 
to $639 million on the strength of higher commodity 
and over-the-counter transactions, partially offset by 
lower commission revenues from retail money market 
instruments. 

In 1992, commission revenues advanced 12% 
from 1991, primarily as a result of the growth in listed 
securities transactions and sales of mutual funds. Listed 
securities commissions benefited from higher NYSE 
volume and increased market participation by individual 
investors. Mutual fund commissions advanced due to 
investors shifting assets from low interest-yielding short- 
term investments to potentially higher-yielding equity 
and fixed-income mutual funds. Other commission 
revenues increased 4% from 1991 levels. 

At year-end 1993, the Corporation had approxi- 
mately 13,100 Private Client Financial Consultants 
and Institutional Account Executives worldwide, com- 
pared with 12,700 at year-end 1992 and 12,100 at 
year-end 1991. 


reREST AND DIV IDENDS 


Significant components of interest and dividend 
revenues and interest expense for 1993, 1992, and 


1991 follow: 
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(In Millions) 19935 L992ee 1991 


Interest and dividend revenues: 


‘Trading inventories $2,437 $2,007 $1,697 


Resale agreements 1124) 066-302 
Securities borrowed loge 823 616 
Margin lending 779 598 569 
Other pacts Ties iL ea 
Subtotal 7,099 5,806 5,761 
Interest expense: 

Borrowings Zot ile xes 
Repurchase agreements Ieee) aes als teh!) 


Commitments for securities 
sold but not yet purchased iRZo2 931 Wei 
Other 880 OS 2m, 


6,030 9945835) a5; 106 


Subtotal 


Net interest and dividend 


profit $1,069 $ 971 $ 655 


Interest and dividend revenues increased 22% in 
1993 to $7.10 billion, due to increases in collateralized 
lending activities, and higher levels of other interest- 
earning assets, principally inventories. Interest expense, 
which includes dividend expense, increased 25% to 
$6.03 billion as a result of increases in collateralized 
borrowing activities and higher levels of interest-bearing 
liabilities. In 1993, net interest and dividend profit 
advanced 10% from 1992 to a record $1.07 billion. Con- 
tributing to these strong results were the expansion of 
collateralized borrowing and lending activities, 
growth in trading inventories and on-balance sheet 
hedges, the increased availability of interest-free funds 
due to a larger equity base, and reduced funding costs 
due to lower interest rates and improved credit ratings. 

In 1992, net interest and dividend profit advanced 
48% over 1991 to $971 million primarily as a result 
of higher balance sheet levels, increases in equity capital 
and improved rate spreads due to lower funding costs. 


PRINCIPAL TRANSACTIONS 


Principal transactions revenues reached record levels in 
1993, up 35% to $2.92 billion from the prior record set in 
1992, primarily due to increases in customer order flow, 
tighter credit spreads, and favorable trading results. 
Fixed-income and foreign exchange trading revenues, in 
the aggregate, increased 33% to $2.18 billion on higher 
revenues from swaps and derivatives, corporate bonds 
and preferred stocks, and non-U.S. governments and 
agencies. ‘hese advances were somewhat offset by 
decreases in mortgage-backed products and foreign 
exchange trading. 

Swaps and derivatives revenues continued to grow 
in 1993 and represented 26% of total principal trans- 
actions revenues (see discussion on Derivative Financial 
Instruments on page 41). Swaps and derivatives revenues 
have benefited from increased volume and market 
growth, as well as an expanding product base. The 
advance in swaps and derivatives was due to higher 
revenues from both dollar and non-dollar swap trading 
activities, as well as increased revenues from equity 
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derivatives. Dollar swap trading revenues increased as 
issuers and investors looked to hedge interest rate risk, 
while non-dollar swap trading revenues benefited from 
investor and issuer demand, and favorable trading results. 
In addition, equity derivative revenues rose due to inves- 
tor demand for equity-linked products. 

Corporate bond and preferred stock revenues, in 
the aggregate, increased 100% to $376 million due to 
increased trading volume and tighter credit spreads. 
Non-U.S. government and agency revenues rose 185% 
to $175 million, benefiting from increased volume due to 
lower interest rates on foreign government bonds, and 
higher revenues from over-the-counter options. Mortgage- 
backed principal transactions revenues continued to be 
negatively affected, in part, by prepayments, refinanc- 
ings, and the accounting effect of dollar roll transactions. 
(See discussion below on relationship between principal 
transactions and net interest.) In 1993, mortgage-backed 
principal transactions revenues were essentially break- 
even; net revenues including related hedges and net 
interest, however, were positive, although 22% below 
1992 record levels. Municipal and money market instru- 
ments principal transactions revenues rose 20% and 
95%, respectively, on the strength of increased client 
demand for tax-exempt securities and improved trading 
in fixed- and floating-rate medium-term notes. Foreign 
exchange trading revenues declined 16% from 1992 
record levels to $128 million as a result of lower volatility 
in European currencies. 

Equity revenues rose 39% to $744 million, prin- 
cipally on the strength of a 78% increase in revenues 
from international equities and a 24% improvement in 
revenues from U.S. over-the-counter markets. Over- 
the-counter equities trading revenue benefited from 
increased volume, as 1993 NASDAQ average daily 
trading volume rose 37%. 

‘Trading, hedging, and financing activities affect 
the recognition of both principal transactions revenues 
and net interest and dividend profit. In assessing the 
profitability of financial instruments, the Corporation 
views net interest and principal transactions components 
in the aggregate. For financial reporting purposes, how- 
ever, realized and unrealized gains and losses on trading 
positions, including hedges, are recorded in principal 
transactions revenues. The net interest carry (e.g., the 
spread representing interest earned versus financing 
costs on financial instruments) for trading positions, 
including hedges, is recorded as either principal transac- 
tions revenues or net interest profit, depending on the 
nature of the specific position. Interest income or 
expense on a U.S. ‘Treasury security, for example, is 
reflected in net interest, while the gain or loss is included 
in principal transactions. Financial instruments requiring 
forward settlement, such as mortgage-backed “to be 
announced” mortgage pools, have interest components 
built into their market value; any change in the market 
value, however, is recorded in principal transactions 
revenues. Changes in the composition of trading inventor- 
ies and hedge positions can cause the recognition of 
revenues within these categories to fluctuate. Conse- 
quently, net interest and principal transactions revenue 
components should be evaluated collectively. 


In 1992, principal transactions revenues increased 
14% from 1991 to $2.17 billion. Fixed-income and 
foreign exchange trading revenues, in the aggregate, 
advanced 16% as a result of substantially higher reve- 
nues from swaps and derivatives, which represented 
22% of total principal transactions revenues, and 
increased revenues from foreign exchange. Foreign 
exchange revenues rose due to increased volume, as 
investors were active in the currency markets due to 
European monetary volatility. Equities revenues rose 8% 
from 1991 due primarily to increased activity in the over- 
the-counter and international equity markets, principally 
related to client order flow. 

The table below provides information on aggregate 
trading profits, including net interest. Principal trans- 
actions revenues amounts are derived from external 
reporting categories, while interest revenue and expense 
components are based on management's assessment of 
the cost to finance trading positions, which considers the 
underlying liquidity of these positions. 


Principal Net Interest Net 
Transactions Revenue Trading 
(In Millions) Revenue __ (Expense) Revenue 
1993 
Fixed-income and foreign 
exchange $1,415 $412 $1,827 
Swaps and derivatives” 761 (8) 753 
Equities 744 el) Sees 
Total $2,920 $395 $3,315 
1992 
Fixed-income and foreign 
exchange $1,146 $368 $1,514 
Swaps and derivatives" 486 63 549 
Equities 534 mlz) Bye 
Total $2,166 $419 $2,585 
199] 
Fixed-income and foreign 
exchange $1,119 $221 $1,340 
Swaps and derivatives'” 291 2 293 
Equities 496 ~—_(36) 460 
Total $1,906 $187 $2,093 


Swaps and derivatives revenues include transactions recorded by the 
Corporation's primary derivative subsidiaries. 


INVESTMENT BANKING 


Investment banking revenues climbed 23% in 1993 to 
arecord $1.83 billion, surpassing the prior record estab- 
lished in 1992. Underwriting revenues advanced 26% 
to $1.65 billion in 1993 as the aggregate volume of global 
debt and equity issuances industrywide exceeded the 
prior year’s record by 36%. Market conditions in 1993 
were similar in many respects to those of 1992, with 
low interest rates and higher share prices the key factors 
behind the surge in volume. Companies continued to 
refinance their balance sheets, retiring higher interest- 
bearing debt with lower rate issuances, or raising capital 
through equity offerings. Investor demand remained 


strong for equities and high-yield bonds which offered 
the potential for increased returns, compared with other 
investment alternatives. 

In 1993, emerging market financings in Latin 
America and China produced some of the significant 
deals of the year and, in the current environment, should 
continue to be a growth sector within underwriting reve- 
nues. Demand for global issues was strong, as investors 
continued to diversify their worldwide holdings. Favor- 
able markets also benefited convertible and corporate 
bond offerings, and private placement issuances. 

The Corporation retained its position as top 
underwriter of domestic securities for the sixth con- 
secutive year and leader of global offerings for the fifth 
consecutive year. In 1993, the Corporation brought to 
market $193 billion of securities worldwide. The Cor- 
poration’s domestic and global share of underwriting 
volume was virtually unchanged in 1993; 16.3% and 
12.8%, respectively, versus 16.5% and 13.0% in the 
year-earlier period. 

Strategic services revenues, which include fees for 
debt restructuring, merger and acquisition activity and 
other advisory services, grew 5% to $184 million in 
1993. Merger and acquisition activity and advisory fee 
services increased in the second half of 1993, benefiting 
from services provided to industrial corporations. 

In 1992, investment banking revenues increased 
26% from 1991 to $1.48 billion, due primarily to higher 
revenues from the underwriting of equities, preferred 
stock, corporate debt, and high-yield and municipal 
bonds. Revenues from strategic services rose 13% in 
1992 but remained at historically low levels. 


\NAGEMENT AND 


PORTFOLIO SERVICII RE} Ss 


Revenues from asset management and portfolio service 
fees rose 24% in 1993 to a record $1.56 billion, princi- 
pally as a result of increased fees earned from asset 
management activities, the Merrill Lynch Consults® 
(“ML Consults”) portfolio management service, and 
other fee-based services. 

This revenue line now includes revenues from the 
Corporation's fee-based services, some of which were 
previously recorded in other revenues. Included in asset 
management and portfolio service fees are revenues from 
managing assets, custodial services, ML Consults, trans- 
fer agency, mortgage servicing, variable life and annuity 
insurance contracts, and various trust-related activities. 

Asset management fees, of which 87% are 
attributable to Merrill Lynch-sponsored mutual funds, 
increased to $706 million, up 21% from 1992, due pri- 
marily to growth in stock and bond funds. 

The Corporation's strategy of advising clients to (i) 
begin saving early and often to meet short- and long-term 
financial goals, (ii) assess and continuously re-evaluate 
retirement needs, and (iii) allocate assets by type (i.e., 
stocks, bonds, mutual funds) and by region (i.e., domes- 
tic and international) to achieve greater returns and 
diversification, has contributed to record levels of assets 
under management. 


35 


\ 
MANAGEMENT'S \ 
DISCUSSION 


AND ANALYSIS 


(continued) We 


MANAGEMENT’S 


DISCUSSION 


AND ANALYSIS 


(continued) 


Assets under management by Merrill Lynch Asset 
Management (““MLAM)”), increased $22 billion or 16%, 
reaching $160 billion at year-end 1993. As indicated 
earlier, the increase was mostly attributable to stock and 
bond funds, which grew by $21 billion to $72 billion in 
1993. Money market funds represented 41% of MLAM 
assets under management and totaled $66 billion in 
1993, virtually unchanged from 1992 levels. Included 
in assets under management were $6 billion of 
investments of insurance subsidiaries. Investments of 
insurance subsidiaries managed by MLAM declined 
22% from 1992 levels, due to the Corporation's previ- 
ously announced decision to curtail activity in fixed-rate 
life insurance and annuities and, instead, focus on sepa- 
rate account variable insurance products. 

Revenues from ML Consults advanced 66% 
from 1992 to $294 million as a result of more accounts, 
increased assets, and higher asset values. At December 
31, 1993, the total number of accounts was 87,000, an 
increase of 36% over 1992. Asset levels were up 38% to 
$16.9 billion at year-end 1993. 

Other fee-based revenues were up 13% from 1992 
to $558 million due, in part, to increased revenues from 
mortgage servicing, insurance, and custodial fees for 
retirement accounts. 

In 1992, asset management and portfolio service 
fee revenues advanced 25% from 1991 to $1.25 billion 
due principally to the substantial growth of the ML 
Consults product, higher levels of assets under manage- 
ment and increases in CMA® revenues. In 1992, the 
number of ML Consults accounts increased nearly 
160% from 1991 to 64,000, while related asset levels 
increased 135% to $12.2 billion. Assets under fee-based 
management by MLAM grew by $15 billion to $138 
billion at year-end 1992, a 12% increase from year-end 
1991. The advance in CMA revenues was partly attribut- 
able to a 25% increase in the annual fee initiated in Sep- 
tember 1991 as well as growth in the number of client 
accounts. 


OTHER REVENUES 

Other revenues were up 1% in 1993 to $285 million. 
Other revenues include investment gains and losses, 
mortgage application and securities processing fees, 
and proxy activities. 

Contributing to the advance in other revenues 
were higher fees generated from growth in home equity 
loan activity, partially offset by higher net investment 
losses related primarily to provisions for merchant bank- 
ing activities. Net investment losses totaled $133 million 
in 1993, compared with $120 million in 1992. Merchant 
banking loss provisions reflect adjustments to certain 
positions where the carrying value was in excess of the 
estimated net realizable value. Merchant banking 
positions are carried at lower of cost or estimated net 
realizable value. In certain instances, sales of merchant 
banking positions are subject to restrictions, limiting the 
Corporation's ability to dispose of these instruments until 
required holding periods expire. Management believes 
that such assets as currently valued are fairly stated. 
Nevertheless, as economic conditions change in 1994 
and beyond, additional loss provisions may be required. 
(See discussion of Non-Investment Grade Holdings and 
Highly Leveraged Transactions.) 
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In 1992, other revenues declined 17% from 1991 
to $281 million due primarily to net investment losses 
related to merchant banking activities. Net investment 
losses increased by 154% from the $47 million reported 
in 1991, as provisions related to certain merchant bank- 
ing positions increased. 


NON-INTEREST EXPENSES 


Non-interest expenses were up 17% over the prior year 
to $8.13 billion; excluding the 1993 first quarter non- 
recurring lease charge of $103.0 million, non-interest 
expenses increased 15%. The largest expense category, 
compensation and benefits, increased 20% from 1992 to 
$5.26 billion. The increase in compensation and benefits 
expense was due to heightened business activity which 
increased production-related compensation, a rise in 
incentive-related compensation linked to the Corpora- 
tion’s improved profitability and return on average com- 
mon equity, and a 5% increase in the number of full-time 
employees. Benefits expense increased from 1992 due 
primarily to severance accruals for selected reductions in 
personnel, higher payroll taxes related to increased 
incentive and production-related compensation, and 
increased health care costs. 

In 1993, the Corporation selectively increased the 
number of full-time personnel from 40,100 at the end of 
1992, to 41,900 at year-end 1993. This increase was 
primarily among revenue producers and sales assistants. 
Nevertheless, compensation and benefits as a percentage 
of net revenues declined to 49.8% in 1993 from 50.9% 
in 1992. This ratio has dropped in each of the last three 
years. The Corporation's ratio of support employees to 
producers and sales assistants, decreased from 1.38 to 1 
in 1992 to 1.34 to | at year-end 1993. Excluding sales 
assistants, the ratio was 1.43 to 1 in 1993 versus 1.44 to 1 
in 1992. 

Facilities-related costs, including occupancy, com- 
munications and equipment rental, and depreciation 
and amortization, increased 13% from a year ago (3% 
excluding the non-recurring lease charge). Occupancy 
rose 20% in 1993 as a result of the $103.0 million pretax 
non-recurring charge recorded in the 1993 first quarter 
related to the Corporation's decision not to occupy cer- 
tain space at its Headquarters facility. An agreement to 
sublet this space was executed in the 1993 fourth quarter. 
Excluding this charge, occupancy expense declined 2%. 
Communications and equipment rental expenses were 
up 5% as a result of increased volume for market data 
and news services, and telephone charges. Depreciation 
and amortization expense rose 10%, primarily as a result 
of accelerated depreciation for the replacement of trading 
and client order processing equipment at various domes- 
tic and international locations. This equipment is being 
replaced for technology upgrades. 

Advertising and market development expenses 
rose 25% from 1992, reflecting higher sales promotion 
and recognition program costs for Financial Consultants 
tied to increased business activity. Travel costs were up 
as the increase in business volume required additional 
domestic and international travel. Certain discretionary 
national and local advertising campaigns also were 
expanded. 


Professional fees increased 13% from a year ago, 
due primarily to the increased use of system and manage- 
ment consultants for the technology upgrades noted 
earlier. Employment agency fees were also up due to the 
increase in the number of producer personnel hired 
during 1993, while other professional fees increased as a 
result of strategic market studies. 

Brokerage, clearing and exchange fees were up 1% 
from the prior-period as a result of increased trading 
volume, partially offset by reduced rates on renegotiated 
service agreements. Other expenses increased 5% prin- 
cipally as a result of additions to loss provisions related 
to litigation and claims (see Litigation in the Notes to 
Consolidated Financial Statements), while other loss 
provisions related to specific business activities declined 
significantly from 1992 levels. 

Non-interest expenses in 1992 increased 12% 
from 1991 to $6.96 billion. Favorable markets, increased 
business volume, and profitability contributed to higher 
compensation and benefits expense. Advertising and 
market development expenses increased due to higher 
sales promotions and Financial Consultant recognition 
costs tied to heightened business activity, and increases 
in discretionary national advertising. Brokerage, clearing 
and exchange fees also increased due to higher levels of 
business. Professional fees increased over 1991 levels due 
to increased systems and strategic development projects. 
Other expenses increased as a result of additions 
to loss provisions related to various business activities. 


INCOME TAXES 


The Corporation's income tax provision was $1.03 billion 
and represented a 42.5% effective tax rate. In 1992 and 
1991, income tax provisions were $669 million and $321 
million, respectively, representing effective tax rates of 
41.3% in 1992 and 31.6% in 1991. 

In 1993, the Omnibus Budget Reconciliation Act 
(the “Revenue Act”) was enacted. Under the Revenue 
Act, the Corporation's statutory income tax rate was 
increased to 35.0% retroactive to January 1, 1993. The 
increase in the Corporation's 1993 effective tax rate, 
compared with 1992, related primarily to the increase in 
the Federal statutory rate from 34.0% in 1992 to 35.0% 
in 1993. 

In 1992, the Corporation adopted SKAS No. 109, 
Accounting for Income Taxes. Previously, the Corporation 
accounted for income taxes in accordance with SFAS 
No. 96. As a result of adopting this accounting pro- 
nouncement, the Corporation recorded a $17.8 million 
cumulative effect benefit in 1992. The cumulative effect 
adjustment recognizes the utilization of previously un- 
recorded state and local tax benefits. The increase in 
the effective tax rate, compared with 1991, represented 
reduced availability of alternative minimum tax credits 
and net operating loss carryforwards. All available alter- 
native minimum tax credits and net operating loss tax 
benefit carryforwards from prior years were utilized by 
the end of 1992. 

Income tax expense in 1991 reflected the utiliza- 
tion of previously unrecognized tax benefits. 


STOCKHOLDERS’ EQUITY 


Stockholders’ equity at December 31, 1993 increased 
20% to $5.49 billion from the $4.57 billion reported at 
year-end 1992. The increase in 1993 was principally the 
result of net earnings, less common and preferred divi- 
dends declared by the Corporation, partially offset by an 
increase in treasury stock related primarily to the Corpo- 
rations share repurchase program. On December 31, 
1993, the Corporation adopted SFAS No. 115, Account- 
ing for Investments in Certain Debt and Equity Securities, 
which increased stockholders’ equity, net of applicable 
income taxes, by $21 million (see Accounting Changes in 
the Notes to Consolidated Financial Statements). 

In the 1993 fourth quarter, the Corporation's Board 
of Directors declared a two-for-one common stock split 
effected in the form of a 100% stock dividend. In the 
second quarter of 1993, stockholders of the Corporation 
approved an increase in the authorized number of com- 
mon stock from 200 million to 500 million shares. In 
addition, 1,637,314 shares of common stock were issued 
related to certain employee benefit plans. 

‘The Corporation granted a total of approximately 
1.8 million shares of common stock during 1993 to cer- 
tain employees under the Long-Ierm Incentive Compen- 
sation Plan and Equity Capital Accumulation Plan. 

In 1993, the Corporation repurchased approxi- 
mately 0.1 million shares of common stock at an average 
cost of $33.65 per share to meet share requirements 
under the Employee Stock Purchase Plan and an addi- 
tional 16.2 million shares at an average price of $42.59 
per share for other employee benefit plans, and general 
corporate purposes. 

At December 31, 1993, total common shares 
outstanding, excluding the unallocated Employee Stock 
Ownership Plan (“ESOP”) reversion common shares, 
amounted to 204.0 million, down 2% from the 207.2 
million shares outstanding at December 25, 1992. 
Including unallocated ESOP shares, total outstanding 
common shares amounted to 212.9 million at year-end 
1993. Total outstanding common shares, including 
unallocated ESOP shares, and commitments for shares 
related to employee benefit plans approximated 319.2 
million at December 31, 1993. 


IOUIDITY AND LIABILITY MANAGEMENT 


The primary objective of the Corporation's funding 
policies is to assure liquidity at all times. To strengthen 
liquidity the Corporation maintains a strong capital base, 
issues term debt, obtains committed backup credit facili- 
ties, concentrates debt issuance through Merrill Lynch 
& Co., Inc., (the “Parent”), and pursues expansion and 
diversification of investors, funding instruments, and 
creditors. 

There are three key elements to the Corporation's 
liquidity strategy. The first is to maintain alternative 
funding sources such that all debt obligations maturing 
within one year, including commercial paper and the 
current portion of term debt, can be funded when due 
without issuing new unsecured debt or liquidating any 
business assets. The most significant alternative funding 
sources are the proceeds from executing repurchase 
agreements (“repos”) and obtaining secured bank loans, 
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both employing unencumbered investment-grade market- 
able securities. The calculation of proceeds available 
from repos and secured bank loans takes into account 
both a conservative estimate of excess collateral required 
by secured lenders, and regulatory restrictions on 
upstreaming cash from subsidiaries to the Parent. The 
ability to execute this secured funding is demonstrated 
by the Corporation's routine use of repo markets to 
finance inventory and by periodic tests of secured bor- 
rowing procedures with banks. Other alternative funding 
sources could include liquidating cash equivalents, 
securitizing additional home equity and Prime First® 
loans, and drawing upon committed unsecured credit 
facilities. 

As an additional measure, the Corporation reg- 
ularly reviews its assets and liabilities to ascertain its 
ability to conduct core businesses without reliance on 
issuing new unsecured debt or drawing upon committed 
credit facilities for terms beyond one year. The composi- 
tion of the Corporation's asset mix provides a great 
degree of flexibility in managing liquidity. The Corpora- 
tion monitors the liquidity of assets, the quality of com- 
mitted credit facilities and the overall level of term debt 
in assessing financial strength and capital adequacy at any 
point in time. 

The second element of the Corporation's liquidity 
strategy is to concentrate all general purpose borrowing 
at the Parent level, except where tax regulations or time 
differences make this impractical. ‘The benefits of this 
guideline are: a) the lower financing costs that result from 
the reduced risks of a diversified asset and business base; 
b) the simplicity, control and wider name recognition for 
banks, creditors and rating agencies; and c) the flexibility 
to meet variable funding requirements within subsidiaries. 

The third element is to expand and diversify fund- 
ing sources and to maintain strict concentration stand- 
ards for short-term lenders. The Corporation's short- and 
long-term funding programs benefit from the large, diver- 
sified customer base and financial creativity of the Cor- 
poration’s capital market and private client operations. 
Commercial paper remains the Corporation's major 
source of short-term general purpose funding. Commer- 
cial paper outstanding totaled $14.9 billion at December 
31, 1993 and $9.6 billion at December 25, 1992, which 
represented 10% and 9% of total assets at year-end 1993 
and 1992, respectively. Through its own sales force, the 
Corporation markets its commercial paper to thousands 
of investors and is able to maintain tight concentration 
standards that include limits for any single investor. Total 
term debt issuance was a record in 1993 as the Corpora- 
tion was active in both domestic debt markets and Euro 
markets through public and private placements. Foreign 
currencies and different interest rate indices were hedged 
to match the economic characteristics of the Corpora- 
tion's assets. Outstanding term debt grew to $13.5 billion 
from $10.9 billion in 1992. During 1993, the Corpora- 
tion issued $7.3 billion of long-term debt. During the 
same period, maturities and repurchases were $4.6 
billion. In addition, approximately $580 million of the 
Corporation's securities held by subsidiaries were sold 
and $673 million were purchased. At December 31, 
1993, $7.8 billion of term debt had maturity dates 
beyond one year, and the average maturity on all 
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outstanding term debt was 2.9 years, compared 
with 2.8 years at year-end 1992. 


CAPITAL RESOURCES AND CAPITAL ADEQUACY 


The Corporation remains one of the most highly capital- 
ized institutions in the U.S. securities industry with an 
equity base of $5.49 billion at December 31, 1993, 
including $5.29 billion in common equity, supplemented 
by $0.2 billion in preferred stock. The Corporation's 
overall capital needs are continually reviewed to ensure 
that its capital base can support the estimated needs 

of its businesses as well as the regulatory and legal capital 
requirements of subsidiaries. Based upon these analyses, 
management believes the Corporation's equity base is 
adequate. 


ASSETS AND LIABILITIES 


The Corporation manages its balance sheet and risk 
limits according to market conditions and business needs 
subject to profitability and control of risk. Asset and 
liability levels are primarily determined by order flow and 
fluctuate daily, sometimes significantly, depending upon 
volume and demand. The liquidity and maturity charac- 
teristics of assets and liabilities are monitored continu- 
ously. The Corporation uses average daily balances to 
monitor and manage the growth of its balance sheet. 
Average daily balances were derived from the Corpora- 
tions management information system which summa- 
rizes balances on a settlement date basis. Financial 
statement balances as required under generally accepted 
accounting principles are recorded on a trade date 
basis. The discussion that follows compares the changes 
in settlement date average daily balances, not year- 
end balances. The reasons underlying changes in 
average balances, however, are similar to changes in 
year-end balances. 

The increase in average balance sheet levels in 
1993 was attributable to many factors, including investor 
demand, continued low interest rates, and hedge trans- 
actions. In 1993, average assets were $143 billion, up 
36% from $105 billion in 1992. Average liabilities in 
1993 rose 37% to $139 billion from $102 billion in 1992. 
‘The major components in the growth of average assets 
and liabilities are summarized as follows: 


Increase 
in Average Percent 
Assets Increase 
(In Millions) 
‘Trading inventories $14,230 45% 
Resale agreements 12,630 53 
Securities borrowed 7,200 4a 
Customer receivables 3,362 38 
Increase 
in Average Percent 
Liabilities Increase 
Repurchase agreements $15,754 47% 
Commercial paper and other 
short-term borrowings 8,385 50 
Commitments for securities 
sold but not yet purchased 7,007 22 
Long-term borrowings 2,894 29 


‘The Corporation's trading inventories increased 
due to continued demand for non-U.S. Government and 
agency securities, equities, and corporate debt. In 1993, 
the Corporation entered into certain trading strategies 
which required higher levels of trading inventories and 
related hedges. 

As recorded on the Consolidated Balance Sheets 
at December 31, 1993, trading inventories were $51.5 
billion, up 63% from $31.7 billion at year-end 1992 
primarily related to increased client order flow. Included 
in trading inventories were on-balance sheet hedges 
totaling $13.3 billion at December 31, 1993. Commit- 
ments for securities sold but not yet purchased were 
$21.7 billion at December 31, 1993, a 49% increase 
from year-end 1992. This advance was primarily due to 
increased hedge activity. At December 31, 1993, these 
hedges totaled $14.7 billion. The Corporation uses 
hedges principally to reduce risk in connection with its 
trading activities. ‘Itading inventories were financed 
primarily with repurchase agreements. 

Funding sources continued to expand in 1993 and 
helped finance other portions of the Corporation's busi- 
nesses. The Corporation diversified its funding base, 
increasing the number of commercial paper holders and 
used medium-term notes (included in long-term borrow- 
ings) to provide greater financing flexibility. 

In managing its balance sheet, the Corporation 
uses hedges, in part, to match-fund its interest-earning 
assets with interest-bearing liabilities. Match-funding, for 
example, is common in the resale/repo markets where 
securities received on resales are repoed to third parties, 
with an interest spread earned on these transactions. 
‘The Corporation is an active issuer of long-term debt, 
with the mix of long-term funding adjusted to match the 
lives of longer-term, less liquid assets and to strengthen 
overall liquidity. 

Customer receivables advanced as demand 
remained strong for equities, foreign securities, particu- 
larly emerging market issuances, and corporate and high- 
yield debt. In 1993, continued emphasis was also placed 
on collateralized lending activities to facilitate client 
demand. Securities borrowed increased primarily to 
facilitate deliveries to customers. 


NON-INVESTMENT GRADE HOLDINGS AND 
HIGHLY LEVERAGED TRANSACTIONS 


In the normal course of business, the Corporation under- 
writes, trades and holds non-investment grade securities 
in connection with its market-making, investment bank- 
ing and derivative structuring activities. As a result of 
improved liquidity and credit ratings of issuers in this 
market, the Corporation has increased its non-investment 
grade trading inventories to satisfy client demand for 
higher-yielding investments. The growth in non-invest- 
ment grade trading inventories is also attributable to the 
volume of domestic high-yield underwritings, which 
reached record levels industrywide. High-yield under- 
writings have increased as a result of issuers looking to 
refinance higher interest-bearing debt in an effort to 
improve their cash flows and balance sheets. 

For purposes of this discussion, non-investment 
grade securities have been defined as debt and preferred 
equity securities rated by Standard and Poor's as BB + or 
lower and by Moody’s as Bal or lower (or equivalent 
ratings for other instruments and non-U.S. securities), 


certain sovereign debt in emerging markets, amounts cee 
due under various derivative contracts from non- 
investment grade counterparties as well as non-rated 
securities which, in the opinion of management, are 
non-investment grade. At December 31, 1993, long 
and short non-investment grade inventories accounted 
for 4.6% of aggregate consolidated trading inventor- 
ies, compared with 4.2% at year-end 1992 and 3.3% 
at year-end 1991. Non-investment grade trading inven- 
tories are carried at fair value. 

In conjunction with its investment and merchant 
banking activities, the Corporation provides financing 
and advisory services to, and invests in, companies 
entering into leveraged transactions. Examples of ee 
leveraged transactions may include leveraged buyouts, 
recapitalizations, and mergers and acquisitions. Mer- 
chant banking financings are extended on a select and 
limited basis. ‘The Corporation provides extensions of 
credit to leveraged companies in the form of senior and 
subordinated debt, as well as bridge financing. Loans 
to highly leveraged companies are carried at unpaid 
principal balances less a reserve for estimated losses. 

The allowance for loan losses is estimated based on a 
review of each loan, and considerations of economic, 

market and credit conditions. At December 31, 1993, 
there were no bridge loans outstanding. 

‘The Corporation holds direct equity investments 
in leveraged companies, interests in partnerships that 
invest in leveraged transactions, and non-investment 
grade securities. Equity investments in privately held 
companies for which sale is restricted by government or 
contractual requirements are carried at the lower of cost 
or net realizable value. The Corporation has a co-invest- 
ment arrangement to enter into direct equity investments 
and also has committed to participate in limited partner- 
ships that invest in leveraged transactions. 

The Corporation's involvement in highly leveraged 
transactions and non-investment grade securities is sub- 
ject to risks related to the creditworthiness of the issuers 
and the liquidity of the market for such securities, in 
addition to the usual risks associated with extending 
credit, investing, underwriting, and trading investment 
grade instruments. The Corporation recognizes such 
risks and, when possible, develops strategies to mitigate 
its exposures. 

The specific components and overall level of 
highly leveraged and non-investment grade positions may 
vary significantly from period to period as a result of 
inventory turnover, investment sales and asset redeploy- 
ment. The Corporation continuously monitors credit 
risk by individual issuer and industry concentration. In 
addition, valuation policies provide for recognition of 
market liquidity, as well as the trading pattern of specific 
securities. In certain instances, the Corporation will 
hedge the exposure associated with owning a high-yield 
or non-investment grade position by selling short the 
related equity security, and in other instances, the Cor- 
poration uses non-investment grade inventories to reduce 
exposure related to structured derivative transactions. 

During the fourth quarter of 1993, the Corpora- 
tion increased certain non-investment grade trading 
inventories (non-U.S. Governments and agencies) to 
accommodate demand for client order flow and to hedge 
the exposure arising from structured derivative trans- 
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actions. For structured derivative transactions, collateral, 
consisting principally of U.S. Government securities, 
may be obtained to reduce credit risk. 

‘The Corporation's insurance subsidiaries hold 
non-investment grade securities. At December 31, 1993, 
non-investment grade insurance investments as a per- 
centage of total insurance investments were 5.8%, 
compared with 4.5% at year-end 1992 and 5.6% at 
year-end 1991. 

At December 31, 1993, non-investment grade 
securities of insurance subsidiaries classified as trading 
or available-for-sale are carried at fair value. Prior to year- 
end 1993, investments of insurance subsidiaries were 
carried at amortized cost. 

A summary of the Corporation's non-investment 
grade holdings and highly leveraged transactions follows: 


(In Millions) 1993 1992 1991 
Non-investment grade 

trading inventories $3,129 $1,723 $ 978 
Non-investment grade 

commitments for securities 

sold but not 

yet purchased 214 209 150 
Non-investment grade 

investments of insurance 

subsidiaries 458 409 544 
Loans (net of allowance for 

loan losses) (a) 435 822 1,081 
Bridge loans - - 79 
Equity investments (6) 276 360 350 
Partnership interests (c) 92 120 97 


Additional commitments to 

invest in partnerships (d) Soo Stee a bes 
Additional co-investment 

commitments 49 89 185 
Unutilized revolving lines of 

credit and other lending 

commitments 49 75 67 


(a) Represented outstanding loans to 42, 50, and 55 
medium-sized companies at year-end 1993, 1992, and 
1991, respectively. 

(6) Invested in 82, 103, and 99 enterprises at year-end 1993, 
1992, and 1991, respectively. 

(c) Subsequent to year-end 1993, the Corporation increased 
its partnership interests by $15 million. 

(d) Subsequent to year-end 1993, the Corporation had 
additional partnership commitments of up to $50 million. 

At December 31, 1993, the largest non-investment 

grade concentration consisted of various issues of a 

Latin American sovereign totaling $341 million, of which 

$146 million represented on-balance sheet hedges. No 

one industry sector accounted for more than 15% of total 
non-investment grade positions. Included in the table 
above are debt and equity securities of issuers who were 
in various stages of bankruptcy proceedings or in default. 

At December 31, 1993, the carrying value of these 

securities totaled $393 million, of which 59% resulted 

from the Corporation's market-making activities. 
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CASH FLOWS 


‘Total cash and cash equivalents increased $532 million in 
1993 to $1.78 billion. At year-end 1992, total cash and 
cash equivalents increased $178 million to $1.25 billion, 
while at year-end 1991, total cash and cash equivalents 
decreased $713 million to $1.07 billion. 

In 1993, cash provided by financing and investing 
activities was used for operating activities, while in 1992 
and 1991, cash provided by financing activities was used 
for operating and investing activities. 

Cash used for operating activities totaled $17.1 
billion in 1993 primarily reflecting increases in operating 
assets and liabilities consistent with the level of business 
activity. Increases in trading inventory levels of $19.8 
billion, securities borrowed of $5.4 billion, other operat- 
ing assets of $3.7 billion, and customer receivables of 
$3.5 billion were partially offset by increases in commit- 
ments for securities sold but not yet purchased of $7.1 
billion, other operating liabilities of $4.4 billion and cus- 
tomer payables of $3.7 billion. Non-cash charges aggre- 
gating $1.5 billion were included in 1993 net earnings. 

In 1992, cash used for operating activities was 
$5.2 billion. Increases in trading inventory levels of $6.8 
billion, customer receivables of $2.4 billion, securities 
borrowed of $1.7 billion and reductions in insurance 
liabilities of $1.2 billion were partially offset by increases 
in commitments for securities sold but not yet purchased 
of $5.0 billion. In 1992, non-cash charges included in net 
earnings were $1.8 billion. Cash used for operating activi- 
ties in 1991 was $8.6 billion. Volume-related growth in 
trading inventories of $7.6 billion, securities borrowed of 
$4.1 billion and other assets of $2.9 billion were partially 
offset by increases in commitments for securities sold 
but not yet purchased and customer liabilities totaling 
$3.4 billion and $0.8 billion, respectively. In 1991, non- 
cash charges included in net earnings were $1.7 billion. 

In 1993, investing activities provided the Corpora- 
tion with cash of $387 million, primarily representing 
net proceeds from maturities and net sales of insurance 
investments totaling $1.5 billion offset by net purchases 
of marketable investment securities, property, leasehold 
improvements and equipment, and other assets of 
$1.2 billion. Cash used for investing in 1992 and 1991 
principally represented net purchases of marketable 
investment securities and investments of the Corpora- 
tion's insurance subsidiaries totaling $229 million in 
1992 and $1.2 billion in 1991. 

In 1993, $17.3 billion was provided by financing 
activities reflecting increases in repurchase agreements, 
net of resale agreements, and commercial paper and 
other short-term borrowings of $10.9 billion and $4.4 
billion, respectively. Net long-term borrowing activities 
generated $2.6 billion. (See Long“Iérm Borrowings Note 
to Consolidated Financial Statements.) These funds 
were used to finance the growth in the Corporation's 
balance sheet. 

Financing activities provided the Corporation with 
$5.4 billion of cash in 1992. Proceeds from net short- 
term funding activities were $2.8 billion, while $2.9 
billion was generated from net long-term borrowing 
activities. In 1991, financing activities provided the Cor- 
poration with $9.4 billion from various increases in 
short- and long-term borrowing activities. 


NEW ACCOUNTING DEVELOPMENTS 


Balance Sheet Netting of Unrealized Gains and los 
jor Off-Balance-Sheet Transactions 


Consistent with industry practice, the Corporation 
presents unrealized gains and losses for off-balance-sheet 
financial instruments, such as swaps and foreign exchange 
contracts, net on the balance sheet. Beginning in 1994, 
Financial Accounting Standards Board (“FASB”) Interpre- 
tation No. 39, Offsetting of Amounts Related to Certain 
Contracts, requires the Corporation to report separately 
on the balance sheet unrealized gains as assets, and 
unrealized losses as liabilities. Netting will be permitted 
only when a legal right of setoff exists with the same 
counterparty under a master netting arrangement. If this 
requirement had been in effect at December 31, 1993, 


assets and liabilities would have increased approximately 
$6.7 billion. 


Accounting by Creditors for Impairment of a Loan 


In May 1993, the FASB issued SFAS No. 114, Accounting 
by Creditors for Impairment of a Loan. This pronounce- 
ment, effective in 1995, establishes accounting standards 
for creditors of impaired loans. A loan is considered 
impaired when it is probable that a creditor will be 
unable to collect all amounts due according to the con- 
tractual terms of the loan agreement. The statement 
requires measurement of impaired loans based on the 
present value of expected future cash flows discounted at 
the loan’s effective interest rate, the loan’s observable 
market price, or the fair value of collateral held. This 
statement does not apply to large groups of consumer- 
type loans collectively evaluated for impairment, loans 
carried at fair value or lower of cost or fair value, leases or 
debt securities. This statement is not expected to have a 
material effect on the consolidated financial statements 
of the Corporation. 


DERIVATIVE FINANCIAL INSTRUMENTS 


Origination and trading of derivative financial instru- 
ments have grown steadily over the past decade. Deriva- 
tive financial instruments, which include swaps, options, 
forwards and futures, are contracts based on an under- 
lying asset (e.g., corporate bond), index (e.g., S&P 500) 
or reference rate (e.g., three-month LIBOR). Deriva- 
tives can be traded on an exchange or negotiated in the 
over-the-counter markets. Futures contracts, certain 
options and MITTS®, a bond linked to the appreciation 
of an equity index or value of a portfolio of specified 
securities, are examples of exchange listed derivatives. 
Swap contracts, including swap options, caps and floors, 
and forward contracts, are examples of over-the-counter 
derivatives. 

Derivative transactions may have both on- and off- 
balance-sheet implications, depending upon the nature 
of the contract. Premiums on option contracts pur- 
chased, for example, are recorded in trading inventories, 
but futures contracts, excluding the unrealized gain or 
loss, are treated as off-balance sheet. 

Derivatives provide many benefits to participants 
by facilitating risk transfer and enhancing liquidity in the 
marketplace. For issuers, derivatives provide cost effec- 


tive funding alternatives, while for investors, derivatives > 
provide alternative investment options with potentially 
higher return opportunities and the ability to hedge risk. 
Market participants include dealers such as banks, insur- 
ance companies, and other financial institutions; and 
end-users such as corporations, governments, pension 
funds, and government agencies. Financial institutions 
benefit from derivatives both as an end-user and as a 
dealer. As a dealer, the Corporation trades derivatives 
and provides clients with customized financing products. 
These activities help strengthen existing client relation- 
ships. Derivatives also assist the Corporation in asset and 
liability management and reduce overall borrowing costs. 
Increased market participation and competition = 
has helped to increase liquidity in conventional deriva- 
tives, such as interest rate swaps. Competition has also 
contributed to the development of more complex prod- 
ucts structured for specific clients. Rapid growth and 
complexity have contributed to the perception, by some, 
that these products possess additional risk to users and 
to financial markets. The risks of these transactions, 
however, are not unlike those in other markets. Similar 
to other financial instruments, derivatives are subject to 
market, credit, and operational risks which need to be 
managed in a manner consistent with a company’s overall 
risk management policies. 
Certain market and credit risks for derivative and 
cash market instruments are similar. Credit consider- 
ations, for example, are similar for a corporate bond (a 
cash market instrument) and an interest rate swap. For 
market risk, both of these instruments are sensitive to 
movements in interest rates which affect their respective 
pricing. Nevertheless, the complexity of derivatives 
contributes to the mystique surrounding these products. 
This uncertainty has recently contributed to increased 
scrutiny from rating agencies, regulators and legislators. 
In response to these concerns, the Group of 
Thirty, an organization which sponsors work on various 
complex financial issues, completed a study on the 
global derivatives business. The study made 24 recom- 
mendations that dealers and end-users should implement 
in managing their derivative activities, and is designed to 
educate and promote a greater understanding of the 
derivatives business. The recommendations cover policy 
and management, market risk, credit risk, documenta- 
tion, systems and operations, accounting and disclosure, 
and legislation and regulation. ‘The Corporation partici- 
pated in the Group of Thirty study and fully supports its 
recommendations. 
The Corporation conducts its derivatives activities 
through a number of wholly owned subsidiaries, enter- 
ing into interest rate, currency and commodity swaps, 
including caps, collars, floors, and swap options, cur- 
rency option contracts, forward rate agreements, and 
equity derivative transactions as part of its client-driven 
and proprietary business activities. In connection with 
these derivatives activities, such subsidiaries also pur- 
chase and sell interest-bearing securities, equity securi- 
ties, and financial futures and forward contracts for 
hedging purposes. As an end-user, the Corporation 
directly (or through its subsidiaries) uses derivatives to 
hedge certain trading positions. ‘The Corporation also 
hedges its fixed-rate debt issuances through floating-rate 
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swap agreements with Merrill Lynch Capital Services, 
Inc. “MLCS"”), the Corporation's principal swaps dealer. 
In turn, MLCS enters into other contracts with third 
parties as part of the Corporation's asset and liability 
management strategies. Merrill Lynch Derivative Prod- 
ucts, Inc. is the Corporations AAA rated (Moody’s and 
Standard and Poor's) swap subsidiary which provides 
credit intermediation for interest rate and currency 
swaps, options, and similar transactions between highly 
rated counterparties and MLCS. 


Management Review 


Senior management and other management personnel 
play an important role in managing the Corporation's 
derivative activities by setting risk and credit limits, 
reviewing new products, and establishing accounting, 
credit, and risk policies. Similar to other financial prod- 
ucts, presentations on derivatives are made periodic- 
ally to senior management. ‘These presentations 
address current business issues and industry develop- 
ments and provide details of other specific issues that 
are important to the Corporation in managing its 
derivatives business. 


Accounting, Valuation and Risk Management 


The notional values of derivative contracts represent a 
measure of outstanding transactions, and are not the 
amounts recorded on the balance sheet. Derivatives 
used to hedge trading positions in a dealer capacity are 
marked-to-market. The mark-to-market unrealized gain 
or loss is recorded on the Consolidated Balance Sheets 
with the related income or loss reported in principal 
transactions revenues. Derivatives used to hedge the 
issuance of long-term debt by the Corporation are 
recorded on an accrual basis. Interest is accrued into 
income or expense over the life of the contract. 

‘The Corporation's derivative transactions are 
generally marked-to-market on a daily basis by pricing 
models using mid-market valuations. These values are 
adjusted for credit, market and liquidity risks and include 
items such as ongoing service costs, administrative fees, 
and transaction hedging costs. The Corporation defers 
income recognition, in whole or in part, on certain long- 
term derivative contracts, significant trading positions, 
and new products if there are unhedged risks, unsold 
positions, or uncertainty related to the completion of a 
transaction or market liquidity. Sources of derivative 
revenues and their related components are regularly 
reviewed by product, with profitability measured net of 
related hedge activities. 

The Corporation's independent Risk Management 
Group (“Risk Management’) has developed pricing and 
risk management models to assess compliance with 
established limits. Risk Management uses a variety of 
techniques to measure market risk relative to limits 
across all broad market cycles. Stress-test simulations 
under changing market conditions can also be performed. 
These simulations take into account significant changes 
in price, interest and discount rates, as well as volatility 
and basis risk. 

Operational risks for derivative instruments 
require ongoing review. These instruments reset periodi- 
cally based on floating-interest rates, amortizing princi- 
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pals, or variations in other factors. The Corporation's 
operations personnel ensure that periodic payments/ 
receipts on these instruments are based on the appropri- 
ate variables and that the mark-to-market valuations 
reflect the most current data. 


Credit 


The Corporation actively manages its credit risk for 
derivative activities. The Credit Division (“Corporate 
Credit”) is responsible for establishing client limits, moni- 
toring monthly credit exposures, and implementing 
collateral requirements. Corporate Credit assists the 
business units in developing and refining credit risk 
measurement models, analyzing potential credit expo- 
sures for complex transactions, and establishing credit 
enhancement provisions. Credit enhancements protect 
the Corporation against counterparty credit difficulties. 
Such provisions require counterparties to post additional 
collateral or terminate a contract early if counterparty 
credit is downgraded, and if certain key ratios or cove- 
nants are not met. 

Whenever possible, the Corporation executes the 
International Swap Dealers’ Association (“ISDA”) master 
netting agreement with its counterparties to help reduce 
overall credit exposure. Master netting agreements pro- 
vide, in certain instances, protection in bankruptcy and 
enable receivables and payables with the same counter- 
party to be presented net on the Consolidated Balance 
Sheets. This provides for a more meaningful balance 
sheet presentation. Obtaining executed master netting 
agreements, however, remains a problem for the indus- 
try. Often, several months will elapse before a master 
netting agreement is executed. The industry is actively 
trying to resolve this issue and determine whether 
such agreements provide bankruptcy protection across 
all jurisdictions. 

The notional or contractual values of derivative 
transactions do not represent exposure to credit risk. 
Credit risk represents the amount of accounting loss that 
the Corporation would incur if a counterparty failed to 
perform its obligations under contractual terms and the 
collateral held was deemed worthless. The Corporation, 
however, generally requires collateral from its counterpar- 
ties to mitigate credit risk, when appropriate. From an 
economic standpoint, credit risk is evaluated net of the 
related collateral. Credit exposures are analyzed to assess 
current and potential credit risk. Current credit exposure 
represents the replacement cost of those contracts in a 
gain position, while potential credit exposures are based 
on calculations of future replacement costs over the 
remaining life of the contract. 

Overall, derivative products are part of the evolu- 
tion of financial products and services. The financial 
markets will continue tailoring products to address the 
changing needs of issuers and investors. Although the 
form of derivative financial instruments may differ from 
traditional cash instruments, their risks in substance 
are similar. 


RISK MANAGEMENT 


The Corporation operates in dynamic businesses that 
are subject to many risks which are continually moni- 
tored and evaluated in accordance with its corporate 


governance policies. The Corporation's management has 
developed procedures that require specific areas and 
units to assist in the identification, assessment and con- 
trol of these risks. Senior management takes an active 
role in the oversight of the risk management process. 

Risk management is a decentralized process with 
centralized oversight. Managing risk begins with each 
trading desk and involves constant communication, 
judgment and knowledge of specialized products and 
markets. The Corporation incurs risk associated with its 
market-making and underwriting activities. To mitigate 
risk, the Corporation uses risk management techniques 
such as hedging trading positions, establishing trading 
limits, monitoring concentrations in any product, evaluat- 
ing counterparty credit quality, and revenue diversity. 

Determining proper asset and liability valuations 
as well as establishing detailed funding and liquidity 
objectives are also essential. The Corporation performs 
oversight reviews using independent risk management, 
credit, finance, corporate audit and compliance units, 
each critical to managing risk. 

‘To monitor risks associated with assets and liabili- 
ties, the Corporation has established a Reserve Com- 
mittee of Senior Management (“Reserve Committee’) 
composed of legal, credit, finance, corporate audit, risk 
management, and operations personnel. Finance person- 
nel,who report to the Chief Financial Officer, work 
closely with business managers to establish appropriate 
levels of accounting reserves commensurate with busi- 
ness risks and activities. The Reserve Committee meets 
monthly to review current market conditions, and act 
on specific issues brought to its attention by finance and 
business personnel. 

‘Trading inventories are monitored on a global basis 
for aging and concentration levels in specific issues and 
issuers. Finance personnel from the Chief Financial 
Officer's division independently review the pricing of 
trading inventories and formula-driven contractual 
arrangements. Any specific issues requiring action are 
brought to the attention of trading management and, as 
appropriate, the Reserve Committee. The Corporation 
has established policies and procedures for recognizing 
provisions for loss and utilization of reserves which 
consider historical experience and current business 
conditions. 

The Corporate Audit and Compliance Units pro- 
vide oversight functions. Corporate Audit, which reports 
to the Audit and Finance Committee of the Board of 
Directors, provides management with an independent 
assessment of the Corporation's operations and control 
environment through reviews of business and operational 
areas. 

The Compliance Unit establishes procedures to 
see that management's policies encompassing conduct, 
ethics and business practices are followed, and external 
regulatory requirements are strictly enforced. Compli- 
ance reports directly to the Vice Chairman and General 
Counsel. Adherence with corporate policy is accom- 
plished by conducting education programs, monitoring 
the Corporation's businesses, evaluating supervisory 
procedures, and recommending internal disciplinary 
action when necessary. The Corporation's reputation and 
assets are protected through increased training and aware- 
ness which emphasizes protection of clients’ interests and 
the Corporation's integrity. 


Market Risk Seer 


The Corporation's trading activities are primarily client 3 
order flow driven rather than proprietary, with hedging \ 
transactions executed where appropriate. This strategy 
helps reduce volatility in principal transactions revenues. 
Risk Management monitors the Corporation's 
exposure to losses in the value of its trading inventory Discussion 
resulting from changes in the market environment. 
Inventory values are affected by changes in interest rates “N° ANALYSIS 
and credit spreads, currency fluctuation, and market 
volatility and liquidity. Risk Management is headed by 
a Senior Vice President, who is a member of the Execu- a 
tive Management Committee and reports directly to the a 
Chairman and Chief Executive Officer. Risk Manage- a 
ment sets and monitors all trading limits, actively moni- 
tors trading and inventory exposures, approves new 
products in conjunction with the Corporation's new 
product review process, and has the authority to require 
reductions in specific trading desk exposures or to veto 
proposed transactions. 
Risk Management is organized along product 
lines with independent professionals responsible for main- 
taining daily contact with specific trading areas. On-line 
trading systems and complementary risk monitoring 
systems allow these professionals to track established 
limit levels and exposures. Certain classes of transactions 
are automatically subject to prior approval from Risk 
Management. These include new financial products, 
proposed equity, emerging market, and high-yield under- 
writings, and bridge loans. 
‘Trading areas may execute transactions only within 
their product authority and limits, which are customized 
for each product. Existing trading positions are regularly 
compared with established limits. In addition to Risk 
Management establishing trading limits, individual prod- 
uct areas have established their own more specific trad- 
ing limits. 
Risk Management information systems compare 
established trading limits with actual positions to deter- 
mine the exposure to the Corporation. ‘Irading systems 
are designed to assist traders in mitigating market and 
other risks prevalent in trading. Risk Management can 
also access trading systems to allow for monitoring of 
positions and for performing computerized analytics on 
various market situations and conditions. 


‘ 


MANAGEMENT’S \ 


(continued) 


Credit Risk 

Credit risk, the risk that a counterparty will fail to per- 
form under its contractual commitments, is monitored 
by Corporate Credit. Corporate Credit is headed by a 
Senior Vice President who reports directly to the 
Executive Vice President responsible for Corporate 
Strategy, Credit, and Research. 

Corporate Credit is centralized and organized 
geographically, and within each region, along industry 
lines. Credit officers perform credit analysis, set credit 
limits by country and by counterparty, approve specific 
transactions, recommend credit reserves, manage credit 
exposures, and participate in the new product review 
process. Credit analysis, in many cases, is enhanced by 
face-to-face due diligence meetings with counterparties. 
Many types of transactions, including derivatives, are 
reviewed and subject to prior approval from Corporate 


Credit. 
43 


Hy 
/ MANAGEMENT’S 
| DISCUSSION 
AND ANALYSIS 


\ (continued) 


Within Corporate Credit, prescribed levels of 
authority have been established for approval of standard 
transactions. Required authority levels are governed by 
the counterparty’s credit quality, as well as the maturity 
and potential risk of the transaction. Transactions which 
exceed prescribed levels must be approved by the Credit 
Committee, which is composed of several Senior Credit 
Officers and the Chief Credit Officer. 

‘The credit information system aggregates credit 
exposure with each counterparty for its various legal 
entities. This system maintains overall counterparty 
limits, specific product limits and limit expiration dates. 
Detailed information on firmwide inventory positions 
and transactions executed, including current and poten- 
tial credit exposure, is updated daily and compared with 
limits. Collateral, which reduces the Corporation's credit 
exposure, is obtained as needed and tracked on the 
credit system. The system enables Corporate Credit to 
monitor counterparty, product, industry, country, and 
credit quality concentrations. 


Concentration Risk 

Concentration risk, the risk that the Corporation's busi- 
nesses will be dependent upon a single source of reve- 
nue, product or market, is periodically reviewed as part 
of the Corporation's ongoing strategic and business plan- 
ning process. Ihe Corporation has diversified its revenue 
sources and continues to grow fee-based businesses to 
ensure that it is not dependent on a single financial prod- 
uct, customer base or market to generate revenues. 


FEE-BASED REVENUES AS A PERCENTAGE 


im millions $4,103 


$3,656 


$3,338 | 


Operational Risk 


Operational risk focuses on the Corporation's ability to 
accumulate, process and communicate information 
necessary to conduct business in a global market envi- 
ronment. These risks are monitored on both a local and 
centralized basis. Information systems provide opera- 
tional risk assessments on transactions in major markets. 
This technology allows the Corporation to promptly 
respond to changing market conditions worldwide. As 
required, systems and equipment are updated for 
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changes in technology. This enables the Corporation to 
effectively compete in the dynamic financial services 
industry. Exception reports are also used to manage 
operational risk, highlight reconciliation issues and 
enable the Corporation to identify instances where addi- 
tional collateral is required. These reports also help 
identify potential business risk exposures and promote 
compliance with both internal management policies and 
regulatory requirements. Operations personnel who are 
responsible for entering trades, report to an operations or 
business manager, not to the traders. Operations person- 
nel provide support and control for trading, clearance 
and settlement activities, and perform custodial func- 
tions for customer and proprietary assets. Central to 
management of its operational risk, the Corporation 
maintains backup facilities worldwide. 


STATEMENTS OF CONSOLIDATED EARNINGS 


PL a LPN. N NR IS 


SCS ATT ET TEESE ES IRS CPS ATOR SSI MAT NAS ACME: 


(Dollars in Thousands, Year Ended Last Friday in Dacenbo 
Except Per Share Amounts) 1993 1992 1991 
(53 Weeks) (52 Weeks) (52 Weeks) 
Revenues 
Commissions — $ 2,894,228 $ 2,422,084 $ 2,166,301 
Interest and dividends 7,099,155 5,806,710 5,761,061 
Principal transactions 2,920,439 2,165,725 1,905,728 
Investment banking 1,831,253 1,484,067 £175,992 
Asset management and portfolio service fees 1,557,778 1,252,829 1,003,904 
Other 285,324 281,253 339,826 
‘Total Revenues 16,588,177 13,412,668 12, 352:012, 
Interest Expense 6,029,947 4,835,267 5,106,344 
Net Revenues 10,558,230 8,577,401 7,246,468 
Non-Interest Expenses 
Compensation and benefits 5,255,258 4,364,454 3,867,849 
Occupancy 572,936 477,754 473,562 
Communications and equipment rental 385,809 366,161 356,850 
Depreciation and amortization 308,499 281,228 276,125 
Advertising and market development 376,881 301,146 249,844 
Professional fees 290,324 256,887 235,344 
Brokerage, clearing and exchange fees 280,712 277,166 239,828 
Other - 663,003 631,216 529,648 
Total Non-Interest Expenses 8,133,422 6,956,012 6,229,050 
Earnings Before Income Taxes and Cumulative Effect of Changes 
in Accounting Principles 2,424,808 1,621,389 1,017,418 
Income tax expense 1,030,449 668,984 321,301 
Earnings Before Cumulative Effect of Changes in Accounting Principles 1,394,359 952,405 696,117 
Cumulative Effect of Changes in Accounting Principles 
(net of applicable income taxes of $25,075 in 1993 and $55,291 in 1992) (35,420) ___ (58,580) aoe Sas ties 
__ Net Earnings $ 1,358,939 $ 893,825 $ 696,117 
Net Earnings Applicable to Common Stockholders $ 1,353,558 $ 887,486 $ 678,392 
Primary Earnings Per Common Share 
Earnings Before Cumulative Effect of Changes in Accounting Principles $ 6.14 $ 4.18 $ 3.01 
Cumulative Effect of Changes in Accounting Principles Me gar AG hO) cake ays C20) Oe es ey ey 
Net Earnings $ 5.98 $3.92 $ 3.01 
Fully Diluted Earnings Per Common Share 
Earnings Before Cumulative Effect of Changes in Accounting Principles $ 6.11 $ 4.17 $ 295 
Cumulative Effect of Changes in Accounting Principles 1 oh eas G16) wit jor © TAO) - 
Net Earnings $ 5.95 $3.91 $2.95 


I 


See Notes to Consolidated Financial Statements 
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CONSOLIDATED BALANCE SHEETS 


ar V Rn AE EM 


; December 31 December 25, 
(Dollars in Thousands, : 
Assets 
Cash and cash equivalents $ 1,783,408 o) 45251572 
Cash and securities segregated for regulatory purposes or deposited with clearing organizations 4,069,424 wie SSAZAT ASE 
Marketable investment securities 1,749,254 1,173,970 
Trading inventories, at fair value 
Corporate debt, contractual agreements, and preferred stock 16,764,084 10,494,877 
Non-U.S. Governments and agencies 9,260,725 2,605,337 
U.S. Government and agencies 7,287,081 4,937,272 
Equities and convertible debentures 6,806,539 2,732,934 
Mortgages and mortgage-backed 6,486,464 5,803,322 
Money markets 395,009 4,009,846 
Municipals 1,606,097 1,135,601 
Total 51,548,829 31,719,189 
Resale agreements 38,137,528 25,002,230 
Securities borrowed - 19,001,061 13,565,803 
Receivables 
Customers (net of allowance for doubtful accounts of $47,953 in 1993 and $31,230 in 1992) 13,242,875 9,785,266 
Brokers and dealers 7,292,332 4,231,597 
Interest and other 2,758,768 1,956,091 
Total 23:293,975 15,972,954 
Investments of insurance subsidiaries 7,841,444 9,052,839 
Loans, notes and mortgages (net of allowance for loan losses of $142,414 in 1993 and $218,960 in 
1992) 2,083,553 2,542,760 
Other investments 873,806 957,657 
Property, leasehold improvements and equipment (net of accumulated depreciation and 
amortization of $1,677,334 in 1993 and $1,459,020 in 1992) 1,506,964 1,409,115 
Other assets 1,021,116 951,373 
Total Assets $152,910,362 $107,024,173 
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December 31, December 25, 
———— 1993 1992 
Liabilities and Stockholders’ Equity 
Liabilities 
Repurchase agreements $ 56,418,148 $ 32,410,407 
Commercial paper and other short-term borrowings 23,214,329 18,769,123 
Commitments for securities sold but not yet purchased, at fair value 
U.S. Government and agencies 12,183,271 8,685,321 
Equities and convertible debentures 3,953,850 2,114,375 
Corporate debt, contractual agreements, and preferred stock 3,577,056 2,641,898 
Non-U.S. Governments and agencies 1,762,154 947,808 
Municipals 184,041 182,702 
Total 21,660,372 14,572,104 
Customers 13,571,379 9,897,399 
Insurance 7,405,673 8,711,976 
Brokers and dealers 4,862,584 2,392,803 
Other liabilities and accrued interest 6,823,064 4,830,157 
Long-term borrowings 13,468,900 10,871,100 
Total Liabilities 147,424,449 102,455,069 
Stockholders’ Equity 
Preferred Stockholders’ Equity 
Preferred stock, par value $1.00 per share (Liquidation preference $100,000 per share); 
authorized: 25,000,000 shares; issued: 1993 and 1992—3,000 shares; 
outstanding: 1993 and 1992—1,938 shares 193,800 193,800 
Common Stockholders’ Equity 
Common stock, par value $1.33'/3 per share; authorized: 500,000,000 shares; 
issued: 1993—236,330,162 shares; 1992—234,692,848 shares 315,105 © 312,922 
Paid-in capital 1,156,367 1,081,469 
Foreign currency translation adjustment (18,305) (6,129) 
Unrealized appreciation of investment securities available-for-sale (net of applicable 
income taxes of $12,493) 21355 
Retained earnings 4,777,142 __ 3,570,980 
Subtotal 6,251,664 4,959,242 
Less: 
‘Treasury stock, at cost: 
1993—23,408,139 shares 695,788 286,599 
1992—16,288,488 shares 
Unallocated ESOP shares, at cost: 
1993— 8,932,332 shares 140,684 176,426 
1992—11,201,672 shares 
Employee stock transactions __ 123,079 ___ 120,913 
Total Common Stockholders’ Equity __ 5,292,113 ___ 4,375,304 
Total Stockholders’ Equity ___5,485,913 4,569, 104 
$152,910,362 $107,024,173 


Total Liabilities and Stockholders’ Equity 


See Notes to Consolidated Financial Statements 
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(Dollars in Thousands, 
Except Per Share Amounts) 


Preferred Stock, par value $1.00 
Balance, beginning and end of year (3,000 shares in 1993, 1992 and 1991) 


Paid-In Capital, beginning and end of year 


Preferred Treasury Stock, at cost 
Balance, beginning of year (1,062 shares in 1993; 945 in 1992) 
‘Treasury stock purchased (117 shares in 1992; 945 in 1991) 


Balance, end of year (1,062 shares in 1993 and 1992; 945 in 1991) 


Balance, end of year 


Common Stock, par value $1.33!) 
Balance, beginning of year (234,692,848 shares in 1993 and 1992; 234,690,600 in 1991) 
Issued: 
Employee benefit plans (1,637,314 shares in 1993) 
‘To debenture holders through conversion rights (2,248 shares in 1991) 


Balance, end of year (236,330,162 shares in 1993; 234,692,848 in 1992 and 1991) 
Paid-In Capital 


Balance, beginning of year 
Issuance of Common stock: 
‘To employees 
Employee stock grants 
‘To debenture holders through conversion rights 
‘To ESOP (including allocation of shares in 1993, 1992 and 1991) 


Balance, end of year 


Foreign Currency Translation Adjustment 
Balance, beginning of year 
‘Translation adjustment* 


Balance, end of year 


Unrealized Appreciation of Investment Securities Available-for-Sale (net of applicable income taxes) 


Balance, end of year 


Retained Earnings 
Balance, beginning of year 
Net earnings 
Cash dividends declared: 
Remarketed Preferred stock 
Common stock ($.70 per share in 1993; $.575 in 1992; $.50 in 1991) 


Balance, end of year 


Common Treasury Stock, at cost 
Balance, beginning of year (16,288,488 shares in 1993; 15,612,392 in 1992; 18,949,362 in 1991) 
‘Treasury stock purchased (16,345,568 shares in 1993; 10,653,858 in 1992; 5,919,852 in 1991) 
Issued out of treasury (net of reacquisitions): 
Employees (955,391 shares in 1993; 1,272,014 in 1992; 1,763,410 in 1991) 
Employee stock grants (8,270,526 shares in 1993; 8,705,748 in 1992; 7,493,412 in 1991) 


Balance, end of year (23,408,139 shares in 1993; 16,288,488 in 1992; 15,612,392 in 1991) 


Unallocated ESOP Shares, at cost 
Balance, beginning of year (11,201,672 shares in 1993; 13,636,820 in 1992; 16,071,968 in 1991) 
Allocation of shares to participants (2,269,340 shares in 1993; 2,435,148 in 1992 and 1991) 


Balance, end of year (8,932,332 shares in 1993; 11,201,672 in 1992; 13,636,820 in 1991) 


Employee Stock Transactions 
Balance, beginning of year 
Net issuance of employee stock grants 
Amortization of employee stock grants 
Repayment of loans 


Balance, end of year 


Total Stockholders’ Equity 


Year Ended Last Friday in December 


$ (695,788) 


$ (176,426) 
35,742 


$ (140,684) 


$ (286,599) 


$ (214,780) 
38,354 


$ (176,426) 


$ (120,913) $ (131,270) 
(115,251) (105,342) 
106,867 109,908 

6,218 357 91k 

$ (123,079) $ (120,913) 

$5,485,913 $4,569,104 


“Net of income tax (expense) benefit of $ (1,837) in 1993, $386 in 1992 and § (364) in 1991. 
See Notes to Consolidated Financial Statements 
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1993 1992 1991 
Sea ore 3 $ 3 
Ree Rel _ 299,997 __ 299,997 

(106,200) (94,500) = 
a (11,700) (94,500) 
(106,200) (106,200) (94,500) 
$ 193,800 $ 193,800 $ 205,500 
$ 312,922 $ 312,922 $ 312,920 
2,183 z is 

cs = 2 

$ 315,105 $ 312:922 $ 312,922 
$1,081,469 $ 999,612 $ 983,008 
(2,456) (6,116) (5,604) 
13,645 56,326 5,583 

eS = 68 

63,709 31,647 16,557 
$1,156,367 $1,081,469 $ 999,612 
$ (6,129) ‘$ 10,219 $ 14,585 

(12,176) (16,348) (4,366) 
$718,305). $- (6,429)- $10,219 
$21,355 $ - $ - 
$3,570,980 $2,803,392 $2,228,721 
1,358,939 893,825 696,117 

(5,290) (6,745) (18,080) 

(147,487) (119,492) (103,366) 
$4,777,142 $3,570,980 $2,803,392 
$ (286,599) $$ (167,507)  $ (211,669) 

(695,431) (259,526) (116,612) 

33,299 34,421 30,462 

252,943 106,013 130,312 


$ (167,507) 


$ (253,133) 
38,353 


$ (214,780) 


$ (149,003) 

(62,025) 

74,127 - 
5,631 


$ (131,270) 
$3,818,088 


| STATEMENTS 


F CONSOLIDAT FLows eae 


SSIS TET SG EB TERNS TES LD ENS CO 
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Year Ended ee Friday & December 


(Dollars in Thousands) 1993 
Cash Flows from Operating Activities: 
Net Earnings $ 1,358,939 
Noncash items included in earnings: 
Cumulative effect of changes in accounting principles 35,420 
Depreciation and amortization 308,499 
Policyholder reserves 516,741 
Other 649,100 
(Increase) decrease in operating assets: 
‘Trading inventories (19,829,640) 
Cash and securities segregated for regulatory purposes or deposited with clearing organizations (644,713) 
Securities borrowed (5,435,258) 
Customers (3,481,056) 
Other (3,708,028) 
Increase (decrease) in operating liabilities: 
Commitments for securities sold but not yet purchased 7,088,268 
Customers 3,673,980 
Insurance (2,028,539) 
Other 4,388,965 


Cash Used for Operating Activities 


Cash Flows from Investing Activities: 

Proceeds from (payments for): 
Maturities and sales of investments by insurance subsidiaries 
Purchases of investments by insurance subsidiaries 
Marketable investment securities 
Other investments and other assets 
Property, leasehold improvements and equipment 


Cash Provided by (Used for) Investing Activities 


Cash Flows from Financing Activities: 

Proceeds from (payments for): 
Repurchase agreements, net of resale agreements 
Commercial paper and other short-term borrowings 
Issuance and resale of long-term borrowings 
Settlement and repurchases of long-term borrowings 
Repurchases of Remarketed Preferred stock 


Other common stock transactions 
Dividends 


Cash Provided by Financing Activities 


Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, beginning of year 


Cash and Cash Equivalents, end of year 


Supplemental Disclosure of Cash Flow Information: 

Cash paid for: 

~ Income taxes totaled $1,031,980 in 1993, $590,481 in 1992 and $354, 773 in 1991. 
Interest totaled $5, 788,218 in 1993, $4,753,336 in 1992 and $5,311,974 in 1991. 


Supplemental Disclosure of Non-Cash Investing Activities: 


Unrealized appreciation of investment securities available-for-sale totaled $21,355, net of applicable income taxes of $12,493 in 1993. 


See Notes to Consolidated Financial Statements 


(17,107,322) 


3,983,077 
(2,438,571) 
(575,284) 
(176,322) 
(406,348) 


386,552 


10,872,443 
4,445,206 
7,861,813 

(5,263,104) 


(510,975) 
(152,777) 


17,252,606 
531,836 


129 5972 


$1,783,408 


a 


1992 1991 
$ 893,825 $ 696,117 
58,580 - 
281,228 276,125 
624,012 117,352 
795,220 678,636 
(6,794,804) (7,610,914) 
(70,120) 687,437 
(1,734,088) (4,145,484) 
(2,409,415) (229,054) 
(550,705) (3,344,726) 
4,977,122 3,387,365 
(340,505) 755,849 
(1,221,883) 55,158 
276,785 (506,402) 
(5,214,748) (8,582,541) 
3,904,587 4,537,265 
(3,304,652) (5,552,334) 
(828,647) (194,147) 
344,263 ; (158,461) 
(131,246) (188,946) 
(15,695) (1,556,623) 
(1,770,519) 7,318,966 
4,593,854 841,211 
6,773,739 6,395,992 
(3,861,745) (4,859,142) 
(11,700) (94,500) 
(189,301) (54,772) 
(126,237) (121,446) 
5,408,091 9,426,309 
177,648 (712,855) 
1,073,924 1,786,779 
$ 1,251,572 $ 1,073,924 
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NTING POI EICIES 
Basis of Presentation 


The consolidated financial statements include the 
accounts of Merrill Lynch & Co., Inc. and all significant 


subsidiaries (collectively referred to as the “Corporation’). 


All material intercompany balances and transactions have 
been eliminated. 

In 1993, the Corporation reclassified to “Asset 
management and portfolio service fees” certain fee-based 
revenues, previously shown on the Statements of Con- 
solidated Earnings as “Other revenues,” The reclassifica- 
tions provide a more meaningful presentation of the 
Corporation s fee-based services by roping similar 
items in one revenue line. 

On the Consolidated Balance Sheets in 1993, the 
Corporation reclassified certain fixed-income investment 
securities from “Other investments” to a new category, 
“Marketable investment securities” These investments, 
consisting principally of debt securities, are highly rated, 
liquid instruments held by subsidiaries of the Corpora- 
tion to meet rating agency and other requirements. 
Certain investments in partnerships and joint ventures, 
previously recorded in “Other assets,” were reclassified to 
“Other investments” to more accurately depict the nature 
of the asset. The Corporation reclassified its trade date 
adjustment for international subsidiaries from customer 
receivables or payables to broker and dealer receivables 
or payables. Certain other limited classification and 
format changes have been implemented in the Consoli- 
dated Balance Sheets, and Statements of Consolidated 
Earnings and Cash Flows. Prior years’ financial state- 
ments have been reclassified to conform to the 1993 
presentation. 


- : i : re 
lrading Positions 


‘Trading inventories and commitments for securities sold 
but not yet purchased, including assets and liabilities 
arising from contractual agreements for futures, forwards, 
options, interest rate and currency swaps, and other 
derivative products, are recorded at fair value. Fair value 
is based on quoted market prices, pricing models (utiliz- 
ing indicators of general market conditions or other such 
economic measurements) or determined by manage- 
ment based on estimates of amounts to be realized on 
settlement, assuming current market conditions and an 
orderly disposition over a reasonable period of time. Net 
unrealized gains and losses resulting from trading activi- 
ties are included in earnings of the current period. Trad- 
ing inventories, commitments for securities sold but not 
yet purchased, commission revenues, and related 
expenses are recorded on a trade date basis. 

The Corporation enters into when-issued and 
delayed delivery transactions. Unrealized gains and 
losses from these transactions are recorded in earnings 
of the current period. 


f RVESTNICHI ye Curves 


Investments in debt and qualifying equity securities are 
classified as either “held-to-maturity, “trading” or “avail- 
able-for-sale” in accordance with Statement of Financial 
pe Standards No. 115, Accounting for Certain 


so 


Investments in Debt and Equity Securines “SFAS 
No. 115”). (See Accounting Changes Note to the Con- 
solidated Financial Statements.) 

Held-to-maturity investments are debt securities 
which the Corporation has the positive intent and ability 
to hold to maturity. These investments are recorded 
at amortized cost unless a decline in value is deemed 
other than temporary, in which case the carrying value is 
adjusted. The amortization of premium or accretion of 
discount, as well as any unrealized loss deemed other 
than temporary, is included in current period earnings. 

Debt and equity securities purchased principally 
for the purpose of resale in the near term are classified as 
trading investments and are recorded at fair value. Unre- 
alized gains or losses on these investments are included 
in earnings of the current period. 

Other debt and equity securities which are not 
categorized as held-to-maturity or trading are classified as 
available-for-sale and reported at fair value. Unrealized 
gains or losses on these securities are reported as a sepa- 
rate component of stockholders’ equity, net of applicable 
income tax expense or benefit, and other related items. 

Restricted equity investment securities, which are 
excluded from the provisions of SEAS No. 115, are 
reported at the lower of cost or estimated net realizable 
value. Unrealized losses resulting from adjustments to 
carrying values are included in current period earnings. 
Collateralized Financing Activities 
Repurchase and resale agreements are accounted for as 
collateralized financing transactions and are recorded at 
their contractual amounts, including accrued interest. 
The Corporation's policy is to take possession of securi- 
ties purchased under resale agreements. This collateral 
is valued daily with additional collateral, as required 
through contractual provisions, obtained when appro- 
priate to ensure that the market value of the underlying 
collateral remains sufficient. 

Securities borrowed and securities loaned are 
recorded at the amount of cash collateral advanced or 
received. For non-cash collateral transactions, the fee 
received or paid by the Corporation is recorded in the 
Statements of Consolidated Earnings as interest income 
or interest expense. Securities borrowed transactions 
require the Corporation to provide the counterparty with 
collateral in the form of cash, letters of credit, or other 
securities. ‘The Corporation receives collateral in the 
form of cash or other securities for securities loaned 
transactions. The Corporation measures the market 
value of securities borrowed or loaned against the 
collateral value daily with additional amounts obtained 
when appropriate. 

Substantially all collateralized financing activities 
are transacted under master netting agreements which 
give the Corporation the right, in the event of default, to 
liquidate collateral held and to setoff receivables and 
payables with the same counterparty. For financial 
reporting, the Corporation nets receivables and payables 
with the same counterparty on the Consolidated Balance 
Sheets, when appropriate. 


Income ‘Taxes 
Merrill Lynch & Co., Inc. and certain of its wholly 
owned subsidiaries file a consolidated Federal income 


tax return. ‘The Corporation uses the asset and liability 
method in providing income taxes on all transactions 
that have been recognized in the financial statements, 
in accordance with Statement of Financial Accounting 
Standards No. 109, Accounting for Income Taxes (“SEAS 
No. 109”). (See Accounting Changes Note to the Con- 


__ solidated Financial Statements.) The asset and liability 


method requires deferred taxes be adjusted to reflect the 
tax rates at which future taxable amounts will be settled 
or realized. The effects of tax rate changes on future 
deferred tax liabilities and deferred tax benefits, as well as 
_ other changes in income tax laws, are recognized in net 
earnings in the period such changes are enacted. Valua- 
tion allowances are established when necessary to reduce 
deferred tax assets to the amounts expected to be real- 
ized. The consolidated financial statements for 1991 
reflect income taxes under the liability method, in 
accordance with Statement of Financial Accounting 
Standards No. 96 (“SEAS No. 96”). The Corporation 
does not provide for deferred income taxes on the undis- 
tributed earnings of foreign subsidiaries that are consid- 
ered to be permanent in duration. . 


Property, Leasehold Improvements and Equipment 


Property (excluding land), leasehold improvements and 
equipment are reported at historical cost, net of accu- 
mulated depreciation and amortization. Land is reported 
at historical cost. 

Depreciation and amortization are computed 
using the straight-line method. Property and equipment 
are depreciated over the estimated useful lives of the 
assets, while leasehold improvements are amortized over 
the lesser of the estimated economic useful life of the 
asset or the term of the lease. Maintenance and repair 
costs are expensed as incurred. - 

Facilities-related depreciation and amortization 
expense was $140,340, $130,448 and $130,286 in 
1993, 1992 and 1991, respectively. Non-facilities-related 
depreciation and amortization expense for 1993, 1992 
and 1991 was $168,159, $150,780 and $145,839, 
respectively. 


Insurance 


Insurance liabilities represent future benefits payable 
related to annuity and interest-sensitive life contracts and 
reflect deposits received plus interest credited during the 
contract accumulation period, the present value of future 
payments for contracts which have annuitized, and a 
mortality provision for certain products. Certain policy- 
holder liabilities are also adjusted for those investments 
classified as available-for-sale (see discussion below). 
Interest crediting rates range from 2.4% to 10.0%. Lia- 
bilities for unpaid claims and claim adjustment expenses 
are based on the experience of the Corporation. Policy 
deposits are recorded as insurance liabilities when 
received. Policy withdrawal, maintenance and other 
fees are recognized as revenue when earned. 
Substantially all investments of insurance subsidi- 
aries, principally debt securities, are classified as avail- 
able-for-sale and recorded at fair value in accordance with 
SFAS No. 115. The Corporation records an adjustment 
to deferred acquisition costs and policyholder account 
balances which, when combined, are equal to the adjust- 


ment that would have been recorded if those available- 
for-sale investments had been sold at their estimated fair 
value and the proceeds reinvested at current yields. The 
corresponding credits or charges for those adjustments 
are recorded as unrealized gains or losses in stockholders’ 
equity, net of applicable income tax expense or benefit. 
(See Accounting Changes Note to the Consolidated 
Financial Statements.) Prior to December 31, 1993, 
these investments were recorded at amortized cost. 

Certain variable costs related to the sale or acquisi- 
tion of new and renewal insurance contracts have been 
deferred to the extent such costs are deemed recoverable 
from future income. Deferred costs are amortized, based 
on actuarial factors, over the lives of the contracts in 
proportion to the estimated gross profit expected to be 
realized for each group of contracts. 

The Corporation maintains separate accounts 
representing segregated funds held for purposes of fund- 
ing variable annuity and variable life contracts. Subsidi- 
aries of the Corporation receive various administrative 
and advisory fees for managing such funds. Separate 
account assets are accounted for as customer assets since 
the contract holders bear the risk of ownership, consis- 
tent with the Corporation's other investment products. 
Accordingly, separate account assets and the related 
liabilities are not consolidated with the assets and liabili- 
ties of the Corporation. 


lranstlaiton of Poreien Currencies 


Assets and liabilities of foreign subsidiaries are translated 
at year-end currency exchange rates, while revenues and 
expenses are translated at average currency exchange 
rates during the year. Adjustments that result from trans- 
lating foreign currency financial statements, net of hedg- 
ing gains or losses and related tax effects, are reported as 
a separate component of stockholders’ equity. Gains or 
losses from foreign currency transactions are included in 
earnings of the current period. 


For purposes of the Statements of Consolidated Cash 
Flows, the Corporation defines cash equivalents as short- 
term, highly liquid floating rate securities and interest- 
earning deposits with original maturities of less than 

90 days. 


Interest f rPense 

Interest expense includes payments in lieu of dividends 
of $21,436, $12,556 and $32,520 in 1993, 1992 and 
1991, respectively. 


OPHER SIGNIFICANT EVENTS 


\ecountine Changes 
During the fourth quarter of 1993, the Corporation 
adopted Statement of Financial Accounting Standards 
No. 112, Employers’ Accounting for Postemployment Benefits 
(“SEAS No. 112”) and SFAS No. 115, Accounting for 
Certain Investments in Debt and Equity Securities. SFAS 
No. 112 was effective as of the 1993 first quarter. Quar- 
terly information has been restated to reflect the impact 
of this pronouncement. SFAS No. 115 was effective as of 
the last day of the fiscal year. 
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SEAS No. 112 establishes accrual accounting 
standards for employer-provided benefits which cover 
former or inactive employees after employment but 
before retirement (“postemployment benefits”). Prior to 
1993, the Corporation accounted for such costs on a 
modified “pay-as-you-go” basis. Postemployment benefits 
include severance benefits, short- and long-term disabil- 
ity, workers’ compensation, and the continuation of 
certain health care and life insurance coverage. ‘The 
cumulative effect of this change in accounting principle 
reported in the Statements of Consolidated Earnings 
resulted in a charge of $35,420 (net of applicable income 
tax benefits of $25,075). The effect of adopting SFAS 
No. 112 on the current year’s results of operations was 
not material. 

SFAS No. 115 requires certain subsidiaries of the 
Corporation, principally insurance and banking, to clas- 
sify their investments in debt and qualifying equity secur- 
ities into three categories: “trading; “available-for-sale” 
or “held-to-maturity: Investments that are classified as 
trading and available-for-sale are recorded at fair value. 
Investments in debt securities classified as held-to-matu- 
rity continue to be carried at amortized cost. Prior to 
adoption, the Corporation’s non-broker-dealer subsidi- 
aries recorded investments in debt securities at amor- 
tized cost and investments in equity securities at the 
lower of cost or estimated net realizable value. Under 
SFAS No. 115, unrealized gains or losses on trading 
investments are reported in current period earnings. 
Unrealized gains or losses on available-for-sale invest- 
ments are recorded as a separate component of stock- 
holders’ equity (net of applicable income taxes). At 
December 31, 1993, the increase to stockholders’ equity 
for available-for-sale investments totaled $21,355 (net of 
$12,493 applicable income taxes). The impact of trading 
investments on the Corporation's financial statements 
was not material. 

In 1992, the Corporation adopted Statement of 
Financial Accounting Standards No. 106, Employers’ 
Accounting for Postretirement Benefits Other Than Pensions 
(“SEAS No. 106”).and SFAS No. 109, Accounting for 
Income Taxes. hese changes were effective as of the 
1992 first quarter. 

SFAS No. 106 requires accrual accounting for 
postretirement benefits, primarily health care and life 
insurance benefits. Prior to 1992, the Corporation 
accounted for such costs on a modified “pay-as-you-go” 
basis. ‘The cumulative effect of this change in accounting 
principle, reported in the Statements of Consolidated 
Earnings, resulted in a charge of $76,354 (net of related 
income tax benefits of $55,291). The adoption of SFAS 
No. 106 increased compensation and benefits expense in 
1992 by $8,500. 

SFAS No. 109 superseded SFAS No. 96 and 
changed the conditions under which deferred tax assets 
are recognized. ‘The cumulative effect of this change in 
accounting principle reported in the Statements of Con- 
solidated Earnings was a credit of $17,774, and related 
principally to recognition of deferred state and local 
tax benefits. 
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Occupancy Charge 


The Corporation recorded a non-recurring pretax charge 
totaling $103,000 ($59,700 after income taxes) in the 
1993 first quarter. The non-recurring charge related to 
the Corporation's decision not to occupy certain office 
space at its World Financial Center Headquarters facility 
and, instead, to offer for sublease the unused space to 
third parties. An agreement to sublet this space was 
entered into in December 1993. 


FAIR VALUE OF FINANCIAL: INSTRUMENTS 


At December 31, 1993 and December 25, 1992, 
approximately 98% and 90% of financial instrument 
assets, and all financial instrument liabilities, respec- 
tively, are carried at fair value or amounts which 
approximate fair value. 

Assets carried at amounts which approximate fair 
value consist predominantly of short-term financial 
instruments, which include cash and cash equivalents, 
cash and securities segregated for regulatory purposes 
or deposited with clearing organizations, resale agree- 
ments, securities borrowed, and receivables. Similarly, 
short-term liabilities, including repurchase agreements, 
commercial paper and other short-term borrowings, 
customers, brokers and dealers, and other liabilities and 
accrued interest, are carried at amounts which approxi- 
mate fair value. The Corporation's insurance liabilities are 
exempt from the fair value disclosure requirements. 

‘Trading positions and commitments for securities 
sold but not yet purchased are carried at fair value. Fair 
value for these instruments is estimated using market 
quotations for traded instruments, market quotations of 
similarly traded instruments and pricing models. Market 
quotations for traded instruments are obtained from 
various sources, including the major securities exchanges 
and dealers. Pricing models, which consider the time 
value and volatility of the underlying financial instru- 
ment, are used to value derivatives and other contractual 
agreements. 

For substantially all long-term borrowings, the 
Corporation enters into swap agreements to convert 
fixed interest rate payments into floating rate payments 
and, in certain instances, to hedge foreign currency expo- 
sures. Fair value of these borrowings and related hedge 
instruments is estimated using current market prices and 
pricing models. At December 31, 1993 and December 
25, 1992, the fair value of these borrowings and related 
hedge instruments approximated carrying value. 


Financial instruments with carrying values different than fair values are presented below: 


FSET 


December 31, 1993” December 25, 1992 

Carrying Fair Carrying Fair 

Value Value Value Value 

Insurance subsidiaries’ investments $7,841,444 $7,841,444 $9,052,839 $9,337,816 

Merchant banking equity and debt portfolio $ 780,665 $ 996,581 $1,192,319 $1,480,123 
Loans, notes and mortgages (excluding loans 

related to merchant banking) $1,628,225 $1,639,551 $1,746,333 $1,756,706 

Excess mortgage servicing rights Sie 72 47 $ 117,823 $ 49,065 $ 67,402 


” Includes debt and equity securities identified as available-for-sale (see Investments Note to the Consolidated Financial 


Statements) . 


Marketable investment securities principally include 


U.S. Government and agencies securities, municipal 
securities, commercial paper, medium-term notes, and 
corporate debt held by subsidiaries of the Corporation to 
meet rating agency and other requirements. The fair 
value of these investment securities is estimated using 
market quotations. At December 31, 1993 and Decem- 
ber 25, 1992, carrying value approximated fair value. 

The fair value of insurance subsidiaries’ invest- 
ments is generally estimated by market quotes obtained 
from exchanges for listed securities or dealers for unlisted 
securities. 

In connection with its merchant banking activities, 
the Corporation holds certain equity instruments includ- 
ing partnership interests (included in other investments 
in the Consolidated Balance Sheets), and loans consist- 
ing primarily of senior and subordinated debt. Fair value 
for equity instruments is estimated using a number of 
methods including earnings multiples, cash flow analy- 
ses, review of underlying financial conditions and other 
market factors. These instruments may be subject to 
restrictions on disposition (e.g., minority ownership, 
consent of other investors), which may limit the Corpo- 
rations ability to realize currently the estimated fair value. 
Accordingly, the Corporation's current estimate of fair 
value and its ultimate realization on these instruments 
may differ. Loans made in connection with merchant 
banking activities are carried at unpaid principal balances 
less a reserve for estimated losses. Fair value is estimated 
using discounted cash flows. 

The Corporation's estimate of fair value for 
its loans, notes and mortgages (excluding loans made 
in connection with merchant banking activities) is 
determined based on loan characteristics. For certain 
homogeneous categories of loans, including residential 
mortgages and home equity loans, fair value is estimated 
using market price quotations or previously executed 
transactions for securities backed by similar loans 
adjusted for credit risk and other individual loan charac- 
teristics. For the Corporation's floating rate loan receiv- 
ables, carrying value approximates fair value. 

Other assets include capitalized excess mortgage 
servicing rights. Capitalized excess servicing represents 
the net present value of estimated future servicing 
rights for mortgages securitized by the Corporation. 

Fair value is computed based on the present value of 
estimated future servicing revenues, using current 
market assumptions for discount rates, prepayment 


speeds, default estimates, and interest rate assumptions. 


INVESTMENTS 


The Corporation has several broad categories of invest- 
ments on its Consolidated Balance Sheets, including 
investments of insurance subsidiaries, marketable invest- 
ment securities and other investments. 

‘The Corporation's insurance subsidiaries have 
investments which are used to fund policyholder liabili- 
ties. Marketable investment securities consist of equity 
and debt securities held for rating agency purposes or to 
manage cash flows related to certain liabilities of the 
Corporation's banking subsidiaries. Other investments 
consist principally of equity and debt securities which 
were acquired principally in connection with prior years 
merchant banking activities. Certain merchant banking 
investments are subject to restrictions which may limit 
the Corporation's ability to realize its investment until 
such restrictions expire. 

On December 31, 1993, the Corporation adopted 
SFAS No. 115, Accounting for Certain Investments in Debt 
and Equity Securities (see Accounting Changes Note to 
the Consolidated Financial Statements). A reconciliation 
of the Corporation's investment securities to those 
reported in the Consolidated Balance Sheets is presented 
below: 


ema ceEmere 


Investments of insurance subsidiaries: 


een rerevernnrhe terrae! 


pees 


Available-for-sale $6,088,443 

‘Trading 164,620 

Non-qualifying 1,588,381 
Total $7,841,444 
Marketable investment securities: 

Available-for-sale $ 471,862 

Held-to-maturity 1,277,392 
Total $1,749,254 
Other investments: 

Available-for-sale $ 151,801 

Held-to-maturity 16,635 

Non-qualifying 705,370 
Total $ 873,806 
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(continued) 


Information regarding investment securities subject to 
SFAS No. 115 follows: 


Available-for-Sale 
Cost/ Gross Gross Estimated 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 
1993 
Corporate 


debt $3,516,922 $173,206 $(21,644) $3,668,484 


Govern- 


ments and 

agencies 366,690 1,128 (55) 367,763 
Municipals 233,595 12,646 (1,152) 245,089 
Mortgage- 

backed 

securities 2,294,935 91,144 (4,214) 2,381,865 
Total debt 

securities 6,412,142 278,124 (27,065) 6,663,201 
Equity 

securities 45,934 6,591 (3,620) 48,905 
Total “ $6,458,076 $284,715 $(30,685) $6,712,106 


(See reconciliation below of net unrealized appreciation of 
investment securities classified as available-for-sale. 


For registrants subject to the information reporting 
requirements of the Securities Exchange Act of 1934, 
SEAS No. 115 requires the Corporation's insurance sub- 
sidiaries to adjust deferred acquisition costs and certain 
policyholder liabilities associated with investments classi- 
fied as available-for-sale. These adjustments are recorded 
in stockholders’ equity and assume that the unrealized 
gain or loss on available-for-sale securities were realized. 
‘The table below provides the components of the amount 
recorded in stockholders’ equity for available-for-sale 
investments. 


Net unrealized appreciation of investment 


securities available-for-sale $254,030 
Adjustments for policyholder liabilities (205,495) 
Adjustments for deferred policy acquisition 

costs (14,687) 
Deferred income taxes (12,493) 
Net unrealized appreciation of investment 

securities classified as available-for-sale $ 21,355 
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Held-to-Maturity 


Gross Gross Estimated 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 
1993 
Corporate 
debt $ 534,452 $1,455 $(648) $ 535,259 
Govern- 
ments and 
agencies 203,992 246 (42) 204,196 — 
Municipals 778 46 fe 824 
Foreign 
govern- 
ment debt 2,992 40 oo 3,032 
Mortgage- 
backed 
securities 483 ,966 7,887 ~ 491,853 
Other 
debt 
securities 67,847 41 (1) 67,887 
Total $1,294,027 $9,715 $(691) $1,303,051 


At December 31, 1993, the Corporation had 
$164,620 of insurance trading investment securities 
which are recorded at fair value. The Corporation's insur- 
ance subsidiaries hold policy loans and other non-qualify- 
ing investments totaling $1,588,381. The estimated fair 
value of all investments of insurance subsidiaries was 
$7,841,444 at December 31, 1993, with gross unrealized 
gains of $273,482 and gross unrealized losses of 
$29,096. During 1993, certain debt investments of ° 
insurance subsidiaries were sold. Proceeds from sales of 
debt securities during 1993 were $3,828,224, with gross 
gains and gross losses realized of $76,145 and $4,564, 
respectively. 

Prior to the adoption of SFAS No. 115, substan- 
tially all investments of insurance subsidiaries were car- 
ried at amortized cost, unless a decline in value was 
deemed other than temporary, in which case the carrying 
value was adjusted. 


Information regarding investments of insurance 
subsidiaries as of December 25, 1992 is presented below: 


Gross Gross Estimated 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 
1992 
Corporate 
debt $3,510,703 $153,911 $(10,006) $3,654,608 
Mortgage- 
backed 
securities 3,704,475 153,543 (14,867) 3,843,151 
Other 
debt : 
securities 202,870 4,121 (3,312) 203,679 
Total debt 
securities 7,418,048 311,575 (28,185) 7,701,438 
Policy 
loans and 
other 1,634,791 1,587 — 1,636,378 
Total 


$9,052,839 $313,162 $(28,185) $9,337,816 


The carrying value and estimated fair value of debt securities at December 31, 1993 by contractual maturity, for available- 


for-sale and held-to-maturity investments follow: 
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Available-for-Sale Held-to-Maturity 

Estimated Estimated 

Amortized Fair Amortized Fair 

Cost Value Cost Value 

Due in one year or less $ 588,783 $ 595,169 $ 151,431 $ 152,655 
Due after one year through five years 1,346,131 1,397,348 633,677 633,346 
Due after five years through ten years 1,633,096 1,722,222 2,781 2,803 
Due after ten years 549,197 566,597 22;172 22,394 
Subtotal 4,117,207 4,281,336 810,061 811,198 
Mortgage-backed securities 2,294,935 2,381,865 483,966 491,853 
Total " _ $6,412,142 $6,663,201 __ $1,294,027 _ $1,303,051 


” Expected maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations 


with or without prepayment penalties. 


STOCKHOLDERS’ EQUITY 
Common Equity 


On October 11, 1993 the Corporation's Board of Direc- 
tors declared a two-for-one common stock split, effected 
in the form of a 100 percent stock dividend. The new 
shares were distributed on November 24, 1993 to stock- 
holders of record on October 22, 1993. The par value of 
these shares remained at $1.33 1/3 per share. Accord- 
ingly, an adjustment totaling $157,553 from paid-in 
capital to common stock was required to preserve the par 
value of the post-split shares. All share and per share data 
presented in this Annual Report to Stockholders have 
been restated for the effect of the split. 

During the 1993 second quarter, stockholders of 
the Corporation approved an increase in the authorized 
number of shares of common stock from 200 million to 
500 million shares. In addition, the Corporation issued 
1,637,314 shares of common stock in connection with 
certain employee benefit plans. 


Preferred Equity 


The Corporation is authorized to issue 25,000,000 
shares of $1.00 par value per share preferred stock of 
which 3,000 shares of Remarketed Preferred™ (“RP®”) 
stock, Series C, were issued at $100,000 per share and 
1,938 shares are outstanding. 

At the end of each dividend period, the RP stock, 
Series C, is subject to a remarketing process. As part of 
the remarketing process, both the dividend period and 
the dividend rate may be adjusted for periods generally 
of seven or 49 days with a maximum dividend rate 
dependent on the credit rating assigned to the RP shares. 
Dividends on RP stock, Series C, are cumulative and 
payable when declared by the authority of the Corpora- 
tion's Board of Directors. Dividend rates in effect during 
1993 on RP stock, Series C, ranged from 2.45% to 
3.40% per annum. The maximum dividend rate on the 
RP stock, Series C, ranges from 115% to 250% of the 

” Composite Commercial Paper Rate based on the 
Moody’s and Standard and Poor's ratings on the date on 
which the dividend rate is reset. Total dividends declared 
on RP shares in 1993 were $5,290. Generally, the Cor- 


poration has the option to redeem the RP stock, Series 
C shares, in whole or in part, at $100,000 per share plus 
accumulated dividends on any dividend payment date. 

Merrill Lynch, Pierce, Fenner & Smith Incorpo- 
rated (“MLPF&S”), a subsidiary of the Corporation, 
acts as one of the remarketing agents for the RP stock. 
As a market maker, MLPF&S may occasionally acquire 
a temporary position in the RP stock. At December 31, 
1993, RP stock held by MLPF&S for the purpose of 
resale was not material. 

The Corporation's Stockholder Rights Plan pro- 
vides for the distribution of preferred stock purchase 
rights to common stockholders which separate from the 
common stock ten days following: (a) an announcement 
of an acquisition by a person or group (“acquiring party”) 
of 20% or more of the outstanding common shares of 
the Corporation; or (b) the commencement of a tender 
offer or exchange offer for 30% or more of the common 
shares. One-half right is attached to each outstanding 
share of common stock and will attach to all subse- 
quently issued shares. Rights entitle the holder to pur- 
chase fractions of a share (“units”) of Series A Junior 
Preferred Stock, par value $1.00 per share, at an exercise 
price of $100 per unit. The units of preferred stock are 
nonredeemable, voting and are entitled to certain 
preferential dividend rights. ‘The exercise price and 
the number of units issuable are subject to adjustment 
to prevent dilution. 

If, after the rights have been distributed, the Cor- 
poration is a party to a business combination or other 
specifically defined transaction, each right (other than 
those held by the acquiring party) will entitle the holder 
to receive, upon exercise, units of preferred stock or 
shares of common stock of the surviving company with 
a value equal to two times the exercise price of the right. 
The rights expire December 16, 1997 and are redeem- 
able (at the option of a majority of the independent 
directors of the Corporation) at $.01 per right at any 
time until the tenth day following an announcement of 
the acquisition of 20% or more of the Corporation's 
common shares. 
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PER COMMON SHARE COMPUTATION 


In 1993 and 1992, the Corporation computed its earn- 
ings per common share calculation using the modified 
treasury stock method (“modified method”) in accord- 
ance with Accounting Principles Board Opinion No. 15. 
The modified method is used when the number of 
shares obtainable upon exercise of outstanding options, 
warrants and their equivalents exceed 20% of the Cor- 
poration’s outstanding common stock. 

Under this method, all options, warrants and their 
equivalents are assumed exercised (whether dilutive or 
antidilutive) with the aggregate proceeds obtained used 
to repurchase up to 20% of the Corporation's outstand- 
ing common stock, subject to certain limitations. If 
the combined effect of the assumed exercise is dilutive, 
all options, warrants and their equivalents are included 
in the computation. 

In 1991, the Corporation computed earnings per 
common share using the treasury stock method. The 
treasury stock method assumes that any proceeds 
obtainable upon exercise of dilutive options, warrants 
or their equivalents would be used to repurchase the 
Corporation's outstanding common stock. 

Primary earnings per common share is computed 
by dividing net earnings, after deducting preferred stock 
dividend requirements of $5,381, $6,339 and $17,725 
for 1993, 1992 and 1991, respectively, by the weighted 
average number of common shares and common stock 
equivalents outstanding during each year. Shares of 
common stock issuable under various employee stock 
plans are considered common stock equivalents (incre- 
mental shares). 

‘The weighted average number of common shares 
and incremental shares included in the primary and fully 
diluted per common share computations follows: 

1993 


1992 1991 


Primary: 
Weighted average 
common shares 
Incremental shares 


209,276,000 207,730,000 204,754,000 
17,055,000 | 18,672,000 20,596,000 


Total 226,331,000 226,402,000 225,350,000 
Fully Diluted: 
Weighted average 


common shares 
Incremental shares 


Total 


209,276,000 207,730,000 204,754,000 
18,204,000 19,124,000 25,162,000 


227,480,000 226,854,000 229,916,000 


COMMERCIAL PAPER AND OTHER SHORT-TERM 
BORROWINGS 

At December 31, 1993 and December 25, 1992, com- 
mercial paper totaled $14,895,540 and $9,578,612, 
respectively. The weighted average interest rates on 


these borrowings were 3.10% in 1993 and 3.82% in 
1992. 
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Other short-term borrowings at December 31, 
1993 and December 25, 1992 are presented below: 


1993 1992 
Demand and time deposits $5,946,244 $5,569,754 
Securities loaned 1,047,059 3,357,555 
Bank loans and other “51,325,480 4 208205,208 
Total $8,318,789 $9,190,511 
LONG-TERM BORROWINGS 
Long-term borrowings at December 31, 1993 and 
December 25, 1992 consisted of the following: 
1993 1992 

Senior Debt" 
U.S. Dollar denominated fixed- 

rate obligations due 1994 to 

2019 at interest rates ranging 

from 4.75% to 12.125% $ 5,814,146 $ 5,222,387 
Foreign currency denominated 

fixed-rate obligations due 

1994 to 2001 at interest rates 

ranging from 5.10% to 12.10% 684,637 838,912 
U.S. Dollar denominated 

variable-rate and indexed 

obligations 782,055 454,637 
Foreign currency denominated 

variable-rate obligations 97,554 17,263 
US. Dollar denominated 

medium-term notes 5,983,837 4,239,638 
Foreign currency denominated 

medium-term notes 106,671 98,263 
Total $13,468,900 $10,871,100 


* Rates and maturities presented are as of December 31, 1993. 


Maturities of long-term borrowings at 
December 31, 1993 consisted of the following: 


Maturities Senior Debt 

1994 $ 5,693,067 

1995 1,878,032 

1996 1,061,188 

1997 718,746 
1998 564,893 

1999 and thereafter 3;552,974 

Total 


$13,468,900 


Substantially all of the Corporation's fixed-rate 
long-term borrowings are swapped into floating interest 
rates. ‘hese swaps are used to hedge interest rate and 
foreign currency exposures related to the Corporation's 
long-term borrowings. Payments or receipts from these 
swaps are recognized as adjustments to interest over the 
life of the debt obligation. 

At December 31, 1993, floating interest rates were 
obtained on $6,423,370 or 99% of the Corporation's 
$6,498,783 total U.S. Dollar denominated fixed-rate 
obligations and foreign currency denominated fixed-rate 
obligations. Foreign currency denominated fixed-rate 


obligations have been swapped into U.S. Dollar liabili- 
ties. The effective weighted average interest rate on 
fixed-rate obligations swapped into floating-rate obliga- 
tions was 3.42% in 1993. The Corporation's remaining 
fixed-rate long-term obligations totaling $75,413 had an 


effective weighted average interest rate of 10.54% in 1993. 


Included in U.S. Dollar denominated variable-rate 
obligations are various derivative-linked indexed instru- 
ments issued by the Corporation. Payments on these 
instruments may be linked to a specific index (e.g., S&P 
500) or industry basket of stocks (e.g., telecommunica- 
tions stocks). These instruments may be exchange listed 
or sold privately. ‘The Corporation hedges its exposure 
on these indexed instruments through a combination of 
swaps and option contracts to purchase the underlying 
index, or through replication of the stock portfolio. 

The effective weighted average interest rates on 
the Corporation's U.S. Dollar denominated variable-rate 
obligations and the Corporation's foreign currency 
denominated variable-rate obligations were both 3.42% 
in 1993. Floating interest rates are generally based on 
variable rates such as the London Interbank Offered 
Rate (“LIBOR’”), the “AA’ Commercial Paper Composite 
Rate, U.S. Treasury Bill Rate, or the Federal Funds Rate 
(“Fed Funds”). 

The effective weighted average interest rate on 
all medium-term notes was 3.59% in 1993. Maturities of 
medium-term notes currently range from nine months to 
fifteen years from the date of issue. 

Certain long-term borrowing agreements contain 
provisions whereby the borrowings are redeemable at the 
option of the holder at specified dates prior to maturity. 
Pursuant to these provisions, long-term borrowings that 
mature in 1995 and thereafter may be redeemed at the 
earliest in 1994 and 1995 in the amounts of $373,355 
and $10,000, respectively. Management believes, 
however, that a significant portion of such borrowings 
may remain outstanding beyond their earliest redemp- 
tion date. 

Subsequent to year-end 1993 and through 
February 22, 1994, long-term borrowings, net of repay- 
ments and repurchases, increased in the amount of 
approximately $965,698. 


INCOME TAXES 
Income tax provisions (benefits) on earnings before the 


cumulative effect of changes in accounting principles 
consisted of: 


1993 1992 1991 


Federal: Current $ 877,903 $435,093 $218,013 
Deferred (274,517) (59,007) (51,774) 
State and 
Local: Current 376,085 252,498 127,961 
Deferred (57,760) (20,868) (7,343) 
Foreign: — Current 163,690 65,271 33,265 
Deferred (54,952) (4,003) 1,179 
Total $1,030,449 $668,984 $321,301 


A reconciliation of the statutory Federal income 
tax to the Corporation's income tax provision for earnings 


before the cumulative effect of accounting changes follows: 


1993 1992 1991 

Federal income tax at 

statutory rates $ 848,683 . $551,272 $345,922 
State and local income 

taxes, net 206,911 152,876 79,607 
Tax-exempt interest (16,228) (13,706) (4,142) 
Dividends received 

deduction (8,249) (23,730) (13,378) 
Foreign operations 2,704 5,636 12,370 
Pension plan transaction 13,705 14,885 20,713 
Alternative minimum 

tax, net of credits 

recognized - - (77,508) 
Utilization of net 

operating loss tax 

benefits = - (42,588) 
Other, net (17,077) (18,249) 305 
Total $1,030,449 $668,984 $321,301 


‘The Omnibus Budget Reconciliation Act of 1993 
(the “Revenue Act”) was enacted on August 10, 1993. 
Under the Revenue Act, the corporate statutory rate was 
increased to 35.0% retroactive to January 1, 1993. The 
impact of this change is included in the current year's 
results of operations. The adjustment to record the 
retroactive increase in the corporate statutory rate was not 
material. 

For financial reporting purposes, the Corporation 
had no unrecognized net operating loss or alternative min- 
imum tax benefit carryforwards, at December 31, 1993. 

Deferred income taxes are provided for the effects 
of temporary differences between the tax basis of an 
asset or liability and its reported amount in the financial 
statements. These temporary differences result in tax- 
able or deductible amounts in future years. At December 
31, 1993, the Corporation had deferred tax assets and 
liabilities totaling $998,000 and $315,000, respectively. 
Deferred tax assets consist principally of valuation and 
liability reserves of $659,000 and deferred compensation 
of $91,000. Deferred tax liabilities consist primarily of 
accelerated tax depreciation of $114,000, lease transac- 
tions of $78,000 and unrealized gains on trading invento- 
ries of $36,000. At December 31, 1993, the Corporation 
had a deferred tax valuation allowance of approximately 
$2,500 for benefits related to losses from certain foreign 
subsidiaries. During 1993, $75,150 of net income tax 
benefits were allocated to stockholders’ equity related to 
employee compensation transactions. 

At December 25, 1992, the Corporation had 
deferred tax assets and liabilities totaling $705,000 and 
$457,000, respectively. Deferred tax assets consisted 
principally of valuation and liability reserves of $442,000 
and deferred compensation of $114,000, Deferred tax 
liabilities consisted primarily of accelerated tax deprecia- 
tion of $138,000, lease transactions of $141,000 and 
unrealized gains on trading inventories of $41,000. At 
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December 25, 1992, the Corporation had no deferred 
tax asset valuation allowance. In 1992, $114,487 of net 
income tax benefits were allocated to stockholders’ 
equity related to employee compensation transactions. 

In 1991, the deferred Federal tax provision com- 
puted under SKAS No. 96 included tax benefits from 
both deferred compensation plans of $(26,000) and the 
divestiture of a subsidiary of $(28,000). 

Earnings before income taxes include approxi- 
mately $395,000, $130,000 and $133,000 of earnings 
attributable to foreign entities for 1993, 1992 and 1991, 
respectively. Cumulative undistributed earnings 
of foreign subsidiaries amounted to approximately 
$673,000, at December 31, 1993. No deferred Federal 
income taxes have been provided for the undistributed 
earnings as these earnings have been, and will continue 
to be, reinvested in the Corporation's foreign opera- 
tions. Assuming utilization of foreign tax credits, the 
Corporation estimates that approximately $84,000 of 
Federal taxes and $32,000 of foreign withholding taxes 
would be incurred on the repatriation of the foreign 
subsidiaries’ earnings. 


REVOLVING CREDIT: AGREEMENTS 

‘The Corporation has obtained committed, unsecured 
revolving lines of credit aggregating $4,680,000 under 
agreements with two groups of banks. There have never 
been any borrowings under current or prior revolving 
credit agreements. ‘The agreements contain covenants 
that require, among other things, that the Corporation 
maintain specified levels of net worth, as defined in 

the agreements, on the date of an advance. The details 
of these agreements as of December 31, 1993.are 
presented below: 
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1993 Maturity 


Committed Unsecured 


Revolving Lines of Credit: 
International and Regional 
Banks $3,455,000 1994* 
Money Center Banks 1,225,000 1994** 
Total $4,680,000 


*$935, 000 expires in March 1994; $1,105,000 expires in June 
1994; $1,415,000 expires in November 1994. At maturity, the 
Corporation may convert amounts then borrowed, if any, into 
term loans which would mature in March, June and November 
1996, respectively. 

**At maturity in June 1994, the Corporation may convert 
amounts then borrowed, if any, into a term loan which would 
mature in June 1996. 


REGULATORY REQUIREMENTS AND DIVIDEND 
RESTRICTIONS 

MLPF&S, a registered broker-dealer, is subject to the 
Securities and Exchange Commission's (“SEC”) Net 
Capital Rule 15c3-1. Under the alternative method per- 
mitted by this rule, the minimum required net capital, as 
defined, shall not be less than 2% of aggregate debit 
items arising from customer transactions. At Decem- 
ber 31, 1993, MLPF&S's regulatory net capital of 
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$1,178,421 was 9% of aggregate debit items, and its 
regulatory net capital in excess of the minimum required 
was $928,951. 

In addition to amounts presented in the accompa- 
nying Consolidated Balance Sheets as cash and securities 
segregated for regulatory purposes or deposited with 
clearing organizations, securities with a market value of 
$837,725, primarily collateralizing resale agreements, 
have been segregated in a special reserve bank account 
for the exclusive benefit of customers pursuant to the 
Reserve Formula requirements of SEC Rule 15c3-3. 

Merrill Lynch Government Securities Inc. 
(‘MLGST’), a primary dealer in U.S. Government securi- 
ties and a subsidiary of the Corporation, is subject to the 
Capital Adequacy Rule of the Government Securities Act 
of 1986. This rule requires dealers to maintain liquid 
capital in excess of market and credit risk, as defined, by 
20% (a 1.2-to-1 capital-to-risk standard). At December 
31, 1993, MLGST’s liquid capital of $1,309,081 was 
211% of its total market and credit risk, and liquid capital 
in excess of the minimum required was $566,089. 

Merrill Lynch International Limited “(MLIL) is a 
United Kingdom registered broker-dealer and is subject 
to capital requirements of the Securities and Futures 
Authority. Minimum capital as defined, must exceed 
total financial resources. At December 31, 1993, MLIL’s 
regulatory net capital was $1,317,655, and exceeded the 
minimum required by $313,762. 

‘The Corporation's insurance subsidiaries are sub- 
ject to various regulatory restrictions that limit the 
amount available for distribution as dividends. As of 
December 31, 1993, $648,663, representing 88% of the 
insurance subsidiaries’ net assets, was unavailable for 
distribution to the Corporation. 

Over 40 U.S. and non-U.S. subsidiaries are sub- 
ject to regulatory requirements promulgated by the regu- 
latory and exchange authorities of the countries in which 
they operate. ‘These regulatory restrictions may limit the 
amounts that these subsidiaries dividend or advance to 
the Corporation. At December 31, 1993, restricted net 
assets of all subsidiaries were $4,338,640. In addition, 
to satisfy rating agency standards, a subsidiary of the 
Corporation must also meet certain minimum capital 
requirements. At December 31, 1993, this minimum 
capital requirement was $358,256. 

There are no restrictions on the Corporation's 
present ability to pay dividends on common stock, 
other than (a) the Corporation's obligation first to 
make dividend payments on its preferred stock; and 
(b) the governing provisions of the Delaware General 
Corporation Law. 


EMPLOYEE BENEFIT PLANS 

The Corporation provides retirement benefits to its 
employees worldwide through defined contribution 
plans, a group annuity contract and international defined 
benefit plans. The Corporation reserves the right to 
amend or terminate these plans at any time. 


Defined Contribution Plans 


The U.S. defined contribution plans consist of the 
Retirement Accumulation Plan (“RAP”), the Employee 
Stock Ownership Plan (“ESOP”), and the 401(k) Savings 
& Investment Plan (“SIP”). The RAP, ESOP and SIP 


cover substantially all U.S. employees who have met the 
age and/or service requirements. 

Allocations of stock held in the ESOP and cash 
contributions to the RAP are made quarterly based on 
years of service, age and eligible compensation. Gener- 
ally, only cash contributions are deductible for income 
tax purposes. 

In 1989, the Corporation sold 24,341,470 shares 
of common stock to the ESOP trust. The ESOP 
trust acquired the shares with residual funds transferred 
from a terminated defined benefit pension plan and loan 
proceeds from a subsidiary of the Corporation. 

Shares held in the ESOP resulting from cash 
funding are being allocated to participants’ accounts over 
a period of not more than eight years, ending in 1997. 
Shares held in the ESOP funded by the loan are allo- 
cated to participants’ accounts as principal as the loan is 
repaid. The loan to the ESOP trust, due September 5, 
1999, bears interest at 9.1% per annum, with principal 
and interest payable quarterly upon receipt of dividends 
on certain shares of common stock or other cash contri- 
butions. Interest incurred on the ESOP debt during 
1993, 1992 and 1991 amounted to $4,675, $5,119 and 
$5,626, respectively. The 1993, 1992 and 1991 divi- 
dends on ESOP shares used for debt service amounted 
to $10,044, $9,678 and $9,705, respectively. 

As of December 31, 1993, 10,964,694 shares 
were allocated to participant accounts since the inception 
of the ESOP. The unallocated portion of shares pur- 
chased with the residual funds of $140,684 from the 
terminated defined benefit pension plan, and the 
$46,470 outstanding loan to the ESOP trust, which is 
included in employee stock transactions, are included as 
reductions to stockholders’ equity. 

Employees can participate in the SIP by contribut- 
ing, on a tax deferred basis, up to 15% of their eligible 
compensation but not more than the maximum annual 
amount allowed by law. The Corporation's contributions 
are equal to one-half of the first 4% of each participant's 
eligible compensation contributed to the SIP, up to a 
maximum of fifteen hundred dollars annually. No corpo- 
rate contributions are made for participants who are also 
Employee Stock Purchase Plan participants. 


Group Annuity Contract 

In the U.S., the Corporation purchased a group annuity 
contract from Metropolitan Life Insurance Company 
(“Metropolitan”) which guarantees the payment of bene- 
fits vested under a defined benefit plan terminated in 
accordance with the applicable provisions of the 
Employee Retirement Income Security Act of 1974, At 
December 31, 1993, a substantial portion of the assets of 
Metropolitan supporting the annuity were invested in 
U.S. Government and agency securities. The Corpora- 
tion, under a supplemental agreement, may be responsi- 
ble for, or benefit from, actuarial experience and 
investment performance of these annuity assets. 


International Defined Benefit Plans 


Employees of certain non-U.S. subsidiaries participate in 
various local plans. These pension plans provide benefits 


that are generally based on years of credited service 

and a percentage of the employee's eligible compensation 
during the final years of employment. The Corpora- 
tion’s funding policy has been to contribute annually the 
amount necessary to satisfy local funding standards. 


Pension Plan Cost and Funded Status 


Pension cost includes the following components: 


1993 1992 1991 
Defined benefit plans": 
Service cost for 
benefits earned 
during the year® $ 12,328 $ 11,333 $ 8,512 
Interest cost on 
projected benefit 
obligation 89,115 84,366 78,254 
Actual return on 
plan assets _ (281,022) (107,549) (189,527) 
Deferral and 
amortization of 
unrecognized 
items _188,700. _ 21,441 _ 107,004 
Total defined benefit 
plan cost 9.121 9,591 4,243 
Defined contribution 
plan cost 146,148 133,264 111,904 
‘Total pension cost” $155,269 $142,855 $116,147 


'” The following actuarial assumptions were used in calculat- 


ing the defined benefit cost (credit) and benefit obligations. 
Rates as of the beginning of the year are: 
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1994 1993 1992 

Discount rate 6.7% 7.9% 8.0% 
Rate of compensa- 

tion increase (not 

applicable to 

terminated plan) 5.9% 6.3% 7.5% 
Expected long-term 

rate of return 

on plan assets 6.7% 7.6% 7.6% 


° The Corporation calculated service cost using the projected 


unit credit method based on years of service to date. 
‘) Total pension cost excludes supplemental retirement and 
other benefit plan costs. 
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(continued) 


The funded status of the defined benefit plans (including the terminated plan) follows: 
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Actuarial present value of: 
Vested accumulated benefit obligation 
Non-vested accumulated benefit obligation 


Accumulated benefit obligation 
Effect of assumed increase in compensation 
levels 
Projected benefit obligation 
Plan assets at fair value 
lan assets in excess of (less than) projected 
benefit obligation 
Unrecognized net liability at transition 
Unrecognized net (gain) loss 
Unrecognized prior service (benefit) cost 


Prepaid (accrued) benefit cost 


Supplemental Retirement and Other Benefit Plans 
The Corporation also has. supplemental retirement and 
other benefit plans. ‘The unfunded projected benefit 
obligation was $8,959 and $7,711 in 1993 and 1992, 
respectively. Supplemental retirement and other benefit 
plan costs were $1,469, $1,305 and $1,464 in 1993, 
1992, and 1991, respectively. 


Postretirement Benefits Other Than Pensions 
‘The Corporation provides health and life insurance 
benefits to retired employees. The health care compo- 
nent is contributory, with retiree contributions adjusted 
periodically. The life insurance component of the plan is 
noncontributory. ‘The accounting for health care antici- 
pates future changes in cost-sharing provisions. The 
Corporation reserves the right to amend or terminate 
these programs at any time. Full-time employees of the 
Corporation become eligible for these benefits upon 
attainment of age 55 and completion of 10 years of 
service. Prior to the adoption of SEAS No. 106 (see 
Accounting Changes Note to the Consolidated Financial 
Statements), the cost of these benefits was expensed as 
claims were paid and totaled $6,379 in 1991, 

Net periodic postretirement benefit expense 
included the following components: 


1993 1992 

Service cost $ 4,593 $ 4,144 
Interest cost on accumulated 

postretirement benefit obligation 


Total 


11,254 © 10,293 
$15,847 $14,437 


The Corporation pays claims as incurred. As of 
December 31, 1993, the plan had not been funded. 
The amounts recognized for the Corporation's post- 
retirement benefit plans follow: 
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Pension plans in which: Pension plans in which: 
Assets Accumulated Assets Accumulated 
Exceeded Benefits Exceeded Benefits 
Accumulated Exceeded Accumulated Exceeded 
___ Benefits ___—Assets ___—Benefits __—Assetss 
$(1,266,994) $(33,072) — $(1,060,598) $(27,478) 
(3,903) (4,877) (3,523) (3,663) 
(1,270,897) (37,949) (1,064,121) (31,141) 
(17,430) (17,309) (18,050) (15,743) 
(1,288,327) (55,258) (1,082,171) (46,884) 
1,445,016 12,503 1,191,834 13,162 
156,689 (42,755) 109,663 (33,722) 
3,460 1,368 3,759 1,620 
(13,526) 13,224 17,740 5,236 
(2,833) . (1,594) 2,945 (1,178) 
_$ 143,790 $(29,757) _ $134,107 $28,044) 
1993 1992 
Accumulated postretirement benefit 
obligation: 
Retirees $ (58,597) $ (61,738) 
Fully eligible active plan 
participants (36,769) (37,600) 
Other active plan participants (42,254) (40,783) 
Subtotal (137,620) (140,121) 
Unrecognized net gain from 
past experience different 
from that assumed and from 
changes in assumptions (16,900) — 
Postretirement benefits accrued 
liability $(154,520) $(140,121) 


The following actuarial assumptions were used 
in calculating the postretirement benefit cost and obliga- 
tions. Rates as of the beginning of the year are: 


1994 1993 
Discount rate 6.8% 8.0% 
Health care cost trend rates 
(assumed to decrease gradually 
until the year 2000 and remain 
constant thereafter): 
Pre-65 12.0%- 14.0%- 
5.5% 7.0% 
Post-65 10.0%- 11.0%- 
4.5% 5.0% 


‘The assumed health care cost trend rate has a sig- 
nificant effect on the amounts reported above. Increasing 
the assumed trend rate by one percentage point per year 
would increase the accumulated postretirement benefit 
obligation as of December 31, 1993 and December 25, 


1992 by $19,312 and $18,636, respectively, and increase 
the aggregate of service and interest costs for 1993 and 
1992 by $2,659 and $2,180, respectively. 


Postemployment Benefits 


The Corporation provides salary, medical coverage, life 
insurance and retirement benefits for employees on 
extended leave due to injury or illness. The Corporation 
reserves the right to amend or terminate this program at 
any time. The Corporation is mandated by state regula- 
tion to provide reimbursements for medical costs, reha- 
bilitation costs, and certain lost wages to employees in 
the event of work-related illness or injury. Federal law 
also requires the Corporation to offer continued medical 
coverage to all terminated employees for up to 18 
months. Full-time employees are eligible for all of these 
benefits as of their first day of employment. The Corpo- 
ration funds these benefit requirements through a combi- 
nation of self-insured and insured plans. 

In 1993, the Corporation adopted SFAS No. 112, 
Employers’ Accounting for Postemployment Benefits (see 
Accounting Changes Note to the Consolidated Financial 
Statements). A charge of $60,495 ($35,420 after income 
taxes), representing the transition obligation, was 
recorded as a cumulative effect of a change in accounting 
principle. Excluding the cumulative effect charge, the 
adoption of SFAS No. 112 had no material effect on the 
Corporation's results of operations. 


EMPLOYEE STOCK PLANS 
Employee Stock Purchase Plan 
The Employee Stock Purchase Plan (“ESPP”) allows 
eligible employees to invest from 1% to 10% of their 
eligible compensation, subject to certain limitations, in 
the Corporation's common stock at a purchase price 
equal to 85% of the fair market value of the stock on four 
quarterly investment dates. Stock purchases are gener- 
ally made through authorized payroll deductions. Up to 
25,000,000 shares of the Corporation's common stock 
have been authorized for issuance under the ESPP. 
The activity in the ESPP for the two most recent 
fiscal years was as follows: 


PS AIEEE SEY EBA 


ESPP Shares 
1993 1992 
Available, beginning of year 7,914,788 9,246,704 


Authorized during the year = a 
Purchased through plan (984,432) (1,331,916) 


Available, end of year 6,930,356. 7,914,788 


Equity Capital Accumulation Plan 


The Equity Capital Accumulation Plan (“ECAP”) pro- 
vides for grants for both Performance and Restricted 
Shares to senior management and other eligible employ- 
ees who pay no cash consideration therefor. Upon grant, 
Restricted Shares become issued and outstanding shares 
of the Corporation's common stock and are subject to 
forfeiture during the established Restricted Period. A 
Performance Share is deemed to be equivalent in fair 
market value to one share of the Corporation’s common 


stock and is subject to forfeiture during the established 
Performance Period. Performance Shares are payable 
50% in cash and 50% in the Corporation's common 
stock. Payment of Restricted Shares and Performance 
Shares is contingent upon continued employment for a 
specified period of time and, with respect to Perfor- 
mance Shares, the achievement of specific performance 
goals. Up to 26,200,000 shares of the Corporation's 
common stock have been authorized for issuance 
under the ECAP. At December 31, 1993, there were 
2,813,148 shares available for issuance to employees 
under the ECAP, which would be reduced to 2,310,480 
shares as long as the Corporation continues to have the 
ECAP qualify under Rule 16b-3 of the Securities 
Exchange Act of 1934 (“Rule 16b-3 Qualification’). 

The activity in the ECAP for the years ended 
December 31, 1993 and December 25, 1992 was as 
follows: 


cress 
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Performance 
Restricted Shares Share Grants 
1993 1992 1993 1992 
Outstanding, 
beginning 
of year 6,962,698 11,595,946 — 645,000 
Granted 67,638 25,540 = - 
Paid or 
released 
from con- 
tingencies (4,795,464) (4,455,956) — (361,200) 
Forfeited (143,082) (202,832) — (283,800) 
Outstanding, 
end of 
year 2,091,790 _ 6,962,698 = 


Financial Consultant Capital Accumulation Award Plan 


Under the Financial Consultant Capital Accumulation 
Award Plan and its predecessor plans “(FCCAAP”), 
eligible employees are granted awards generally based 
upon their prior year’s performance. Payment for an 
award is contingent upon continued employment for a 
specified period of time and is subject to forfeiture during 
that period. The award is payable at the end of such 
period in either common shares of the Corporation or in 
cash, depending on the market value of the Corporation's 
common stock. A total of 20,222,830 shares of the 
Corporation's common stock are authorized for issuance 
under the FCCAAP. Shares of common stock issuable 
under the FCCAAP may only be from shares held as 
treasury stock. Although the first grant is scheduled to 
be paid in 1996, under certain circumstances grants may 
be paid prior to the scheduled dates. At December 31, 
1993, there were 6,869,898 shares available for issuance 
under the FCCAAP. 


Long-Term Incentive Compensation Plan 

The Long“Iérm Incentive Compensation Plan (“Long- 
‘Term Plan’) provides for grants of Performance Shares 
and Units, Restricted Shares and Units, Incentive and 
Nonqualified Stock Options, Stock Appreciation Rights 
and Other ML & Co. Securities to certain key employ- 
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ees. Up to 80,000,000 shares of the Corporation's com- 
mon stock have been authorized for distribution under 
the Long“Ierm Plan. Performance Units, Restricted 
Units and in certain circumstances Stock Appreciation 
Rights and Other ML & Co. Securities are paid in cash. 

Payments under the Long“Ierm Plan are contin- 
gent upon continued employment for a specified period 
of time, and with respect to Performance Shares and 
Performance Units, the achievement of specific perfor- 
mance goals. 

Upon grant, a Performance Share is deemed to be 
equivalent in fair market value to one share of the Corpo- 
rations common stock, and shares issued in payment 
could be subject to a Restricted Period subsequent to 
the termination of the Performance Period. Restricted 
Shares are shares of the Corporation's common stock 
that are subject to forfeiture during a Vesting Period. 
Each Performance and Restricted Unit is deemed to be 
equivalent in fair market value to one share of common 
stock and is payable in cash at the end of the Perfor- 
mance Period, or Vesting Period. Performance Shares or 
Restricted Shares could be subject to a certain Restricted 
Period subsequent to the termination of the Performance 
Period or Vesting Period. Cash amounts equal to cash 
dividends payable on an equivalent number of shares 
of the Corporation's common stock are payable to 
Restricted Unit holders and may be payable to Perfor- 
mance Unit and Performance Share holders. As of 
December 31, 1993, there have been no grants of Perfor- 
mance Shares, Performance Units, Stock Appreciation 
Rights, Incentive Stock Options, or Other ML & Co. 
Securities under the Long-Ierm Plan. 

The activity for Restricted Shares and Units under 
the Long“Ierm Plan for the years ended December 31, 
1993 and December 25, 1992 is presented below: 


sere 


Restricted Unit 
Restricted Shares Grants 
1993 1992 1993 1992 
Outstand- 
ing, 
begin- 
ning of 


year 4,918,230 6,200,802 5,083,318 6,361,934 
Granted 1,720,818 1,624,776 1,765,306 1,632,832 
Forfeited or 

released 

from 

contin- 

gencies (4,906,894) (2,907,348) (4,950,356)(2,911,448) 
Outstand- 

ing, end 


of year 1,732,154 4,918,230 1,898,268 5,083,318 


Under the Long“Iérm Plan, eligible employees 
may also be granted Incentive and Nonqualified Stock 
Options to purchase shares of the Corporation's common 
stock. ‘The exercise price of Incentive Stock Options 
may not be less than 100% of the fair market value of the 
Corporation’s common stock at time of grant. The exer- 
cise price for Nonqualified Stock Options is established 
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at the time of grant and cannot be less than 50% of the 
fair market value of a share of common stock at the time 
of grant. Stock Options granted in 1989 through 1993 
are exercisable in four equal installments commencing 
one year after the date of grant. The Stock Options 
expire 10 years after their grant date. 

The activity for Nonqualified Stock Options under 
the Long‘Ierm Plan for the years ended December ch 
1993 and December 25, 1992 was as follows: 


Shares Subject To Option 


1993 1992 
Balance, beginning of year 27,408,324 27,280,924 
Granted 5,862,666 5,440,700 
Exercised (5,742,374) (4,607,822) 
Forfeited or surrendered (523,845) (705,478) 
Balance, end of year 27,004,771 27,408,324 


At December 31, 1993, approximately 8,741,000 
options were exercisable at prices per share ranging from 
$10.6875 to $34.3750. During 1993, share prices for-the 
attributed fair market value of shares acquired by the 
exercise of options ranged from $29.4063 to $50.4688. 

At December 31, 1993, there were 34,460,360 
shares available (net of shares reserved for issuance upon 
exercise of options) for issuance to employees under the 
Long-Ierm Plan. Restricted Shares forfeited by employ- 
ees after October 31, 1991 (totaling 239,452 shares) have 
been excluded from shares available for issuance because 
the Corporation has elected Rule 16b-3 Qualification for 
the Long“Ierm Plan. In January 1994, eligible partici- 
pants were granted Nonqualified Stock Options for 
4,526,300 shares. In February 1994, 1,257,827 and 
1,495,645 Restricted Shares and Units, respectively, 
were granted to eligible employees. 


Incentive Equity Purchase Plan 

The Incentive Equity Purchase Plan (“IEPP”) allows 
selected employees to purchase the Corporation's com- 
mon stock at a price equal to the book value per share 
as of the valuation date preceding the purchase date 
(“Book Value Shares”). These shares may be sold back 
to the Corporation at the book value per share as of the 
valuation date preceding the sale (adjusted for certain 
non-recurring items), provided they have been held for 
a minimum of six months. 

Alternatively, Book Value Shares may be 
exchanged at any time for a specified number of freely 
transferable market shares, the number of which is 
determined by the ratio of book value to market value 
at the time of purchase. Up to 30,000,000 shares of 
the Corporation's common stock have been authorized 
for issuance under the IEPP. At December 31, 1993, 
23,788,290 shares were available for purchase by eligible 
employees. Because the Corporation has elected Rule 
16b-3 Qualification for the IEPP, shares reacquired from 
employees after April 25, 1991 through purchase or 
exchange have been excluded from total Book Value 
Shares available for purchase. Book Value Shares out- 
standing as of December 31, 1993 and December 25, 
1992 were 1,464,900 and 1,530,800, respectively. 


Ce a ah AS 


Management Capital Accumulation Plan 


Under the Management Capital Accumulation Plan 
(“MCAP”), eligible retail management employees are 
granted MCAP Units. MCAP Units are equivalent to, 
and payable in, shares of the Corporation's common 
stock. Payment of MCAP Units is contingent upon 
continued employment for a specified period of time and 
is subject to forfeiture during this period. During this 
period, MCAP Units are credited with an amount equal 
to cash dividends payable on an equivalent number of 
shares of the Corporation's common stock. Such divi- 
dend equivalents are converted into additional MCAP 
Units. A total of 4,000,000 shares of the Corporation's 
common stock are authorized for issuance under the 
MCAP. Shares of common stock issued under the 
MCAP may only be from shares held as treasury stock. 
At December 31, 1993, there were 1,920,498 shares 
available for issuance to employees under the MCAP. At 
December 31, 1993, there were no MCAP Units out- 
standing. At December 25, 1992, 712,800 MCAP Units 
were outstanding. 


FINANCIAL INSTRUMENTS WITH 
OFF-BALANCE-SHEET RISK AND 
CONCENTRATIONS OF CREDIT RISK 

‘The Corporation operates in all major global financial 
markets and, as such, enters into transactions involving a 
wide variety of financial instruments that have both on- 
and off-balance-sheet implications. ‘These financial 
instruments, often referred to as “derivatives; are repre- 
sented by a contractual agreement and include financial 
futures, forward contracts, options, and interest rate, 
currency, and equity-linked swaps, including swap 
options, caps, collars and floors. 

The Corporation uses derivatives in conjunction 
with on-balance-sheet financial instruments to facilitate 
customer transactions, to manage its own interest rate, 
currency and market risk, and to meet trading and 
financing needs. Derivative contracts often involve future 
commitments to swap interest payment streams, to 
purchase or sell other financial instruments (including 
mortgage-backed securities) at specified terms on a 
specified date, or to exchange currencies. In addition, 
the Corporation purchases and writes options on a wide 
range of financial instruments such as securities, Curren- 
cies, futures and various market indices. (See the “Deriv- 
ative Financial Instruments” section of Management's 
Discussion and Analysis—unaudited.) 

Transactions involving derivative financial instru- 
ments may contain both market and credit risk in excess 
of amounts recognized in the Consolidated Balance 
Sheets. 


Market Risk 


Market risk is the potential change in value caused by 
movements in interest rates, foreign exchange rates or 
market prices of the underlying financial instrument. 
Market risk is also caused by volatility and illiquidity in 
the markets in which financial instruments are traded. 
The notional or contractual amounts of derivative 
financial instruments provide only a measure of involve- 
ment in these types of transactions and do not represent 


the amounts subject to market risk. In many cases, these 
financial instruments limit the Corporation’s exposure to 
losses from market risk by hedging other on- or off- 
balance-sheet transactions. The Corporation seeks to 
control market risk by developing and refining hedging 
strategies that correlate price and currency movements 
of trading inventories and related hedges. 

The notional or contractual amounts of these 
instruments are set forth below: 


Notional or 


Contractual Amount 

(In Billions) 1993 1992 
Forward Contracts: 

Securities “” $ 53 $ 33 

Foreign Exchange ” 101 72 
Securities Futures Contracts ® 105 190 
Swap Agreements: “ 

U.S. Dollar 360 224 

Non-Dollar 200 133 
Options Written: 

Securities 48 17 

Foreign Exchange 24 Zi 


Represents purchases of $29 and sales of $24 in 1993 and 
purchases of $17 and sales of $16 in 1992. 

° Represents purchases of $50 and sales of $51 in 1993 and 
purchases of $34 and sales of $38 in 1992. 

‘) Represents purchases of $30 and sales of $75 in 1993 and 
purchases of $151 and sales of $39 in 1992. 

” Includes swap options, caps, collars and floors. 


The majority of the Corporation's off-balance-sheet 
transactions are short-term in duration with a weighted 
average maturity of approximately 2.62 years as of 
December 31, 1993 and 2.21 years as of December 25, 
1992. The remaining maturities for notional or contrac- 
tual amounts outstanding for swaps and other derivatives 
follow: 


ya oh 
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In addition to futures, forward, swap and option 
contracts, the Corporation enters into commitments to 
sell securities not yet purchased which are recorded as 
liabilities on the Consolidated Balance Sheets. ‘The 
Corporation is exposed to off-balance-sheet risk that 
potential market price increases will cause the ultimate 
obligations under these commitments to exceed the 
amount recognized on the balance sheet. 


Credit Risk 


‘Credit risk is the amount of accounting loss that the 


Corporation would incur if a counterparty failed to per- 
form its obligations under contractual terms and the 
collateral held was deemed worthless. The Corporation 
has controls in place to monitor credit exposures by 
limiting transactions with specific counterparties and 
assessing the future creditworthiness of counterparties. 
The Corporation also seeks to control credit risk 
by following an established credit approval process, 
monitoring credit limits, and by requiring collateral 
where appropriate. Certain contracts require counterpar- 
ties to pledge collateral at the onset of the transaction 
or when certain credit sensitive provisions are triggered 
during the life of the transaction. Collateral usually is in 
the form of cash, U.S. Government and government 
agency securities, medium-term notes or asset-backed 
securities, depending upon the nature of the transaction. 
Collateral exposures are monitored and collateral levels 
and transaction limits are adjusted, as appropriate, to 
minimize risk. The Corporation also seeks to limit its 
credit exposure through the use of legally enforceable 
master netting agreements. These agreements provide 


for the net settlement of covered contracts with the same 


counterparty in the event of default or early termination. 
The notional or contractual values of financial 
futures, forward contracts and swap agreements do not 
represent exposure to credit risk, which ts limited to the 
current cost of replacing those contracts in a gain posi- 
tion (i.e., the accounting loss). For futures contracts, 
the Corporation usually does not intend to take or make 
physical delivery of the underlying security, asset, or 
index. Since futures contracts require daily cash settle- 
ment, the related risk of accounting loss at any given 


time is limited to a one-day net positive change in market 


value. The replacement cost for purchased option con- 
tracts in a gain position, or for written option contracts in 
a loss position, is recorded separately as an asset or a 
liability, respectively. Realized and unrealized gains and 
losses on forward contracts and swaps and other deriva- 
tives used for trading and hedging purposes are recog- 
nized currently in principal transactions revenues. The 
net unrealized gain or loss on these contracts is included 
in the Consolidated Balance Sheets. 

Beginning in 1994, however, the Corporation is 
required to present unrealized gains as assets and unreal- 
ized losses as liabilities separately on the Consolidated 
Balance Sheets in accordance with Financial Accounting 
Standards Board Interpretation No. 39 (“Interpretation 
No. 39”), Offsetting of Amounts Related to Certain Con- 
tracts. Interpretation No. 39 allows the offsetting of 
unrealized gains and losses for swap, forward and other 
similar exchange or conditional type contracts executed 
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with the same counterparty covered by a legally enforce- 
able master netting agreement. 

The replacement cost not recorded on the Con- 
solidated Balance Sheet at December 31, 1993 that 
would have been recorded under Interpretation No. 39 
is summarized as follows: 


Forward Swap 

(In Millions) Contracts reements 
Replacement cost of contracts 

in a gain position - $952 $6,483 - 
Less: (liabilities) assets recorded 

on the consolidated balance 

sheet (6) 735 
Credit exposure not recorded on 

the consolidated balance 

sheet $958 $5,748 


At December 25, 1992, the replacement cost for 
forward contracts and swap agreements in a gain position 
was $1,227,000 and $3,396,000, respectively. 

‘To reduce credit risk, the Corporation requires 
collateral on certain derivative financial instrument trans- 
actions, consisting principally of U.S. Government and 
agency securities. Presented below is a summary of 
counterparty credit ratings for the replacement cost (net 
of $564,000 collateral) of contracts in a gain position. At 
December 31, 1993, 94% of such contracts were with 
investment grade counterparties. 


In the normal course of business, the Corporation 
executes, settles and finances various customer securities 
and commodity transactions. These transactions include 
the purchase and sale (including “short sales”) of securi- 
ties, the writing of options, and the purchase and sale of 
commodity and financial futures contracts. These activi- 
ties may expose the Corporation to off-balance-sheet risk 
arising from the potential that customers or counterpar- 
ties may fail to satisfy their obligations and the collateral 
will be insufficient. In these situations, the Corporation 


may be required to purchase or sell financial instruments 
at unfavorable market prices to satisfy obligations to its 
customers or counterparties. The Corporation seeks to 
control the risks associated with its customer activities 
by requiring customers to maintain margin collateral in 
compliance with regulatory and internal guidelines. 

_ The Corporation also borrows and lends securities 
to finance securities transactions and to facilitate the 
settlement process, utilizing both securities owned by 
the Corporation and securities owned by customers 
collateralizing margin debt. In addition, security trans- 
actions are financed through collateralized resale and 
repurchase agreements. 

‘The Corporation enters into resale agreements, 
generally collateralized by U.S. Government and govern- 
ment agency securities, medium-term notes or asset- 
backed securities with a market value in excess of the 
Corporation's receivable under the contract. For repur- 
chase agreements, the Corporation provides collateral to 
counterparties with a market value in excess of the Cor- 
poration’s obligation under the contract. 

Liabilities to other brokers and dealers related to 
unsettled transactions (i.e., securities failed to receive) 
are recorded at the amount for which the securities were 
acquired and are paid upon receipt of the securities from 
other brokers or dealers. In the case of aged securities 
failed to receive, the Corporation may purchase the 
underlying security in the market and seek reimburse- 
ment for losses from the counterparty. 

The market value of securities owned by the 
Corporation that have been loaned or were collateralizing 
either repurchase agreements or obligations associated 
with various settlement processes at December 31, 
1993 and December 25, 1992, was $45,373,000 and 
$20,492,000, respectively. 

The Corporation, in the normal course of busi- 
ness, enters into commitments to extend credit, predom- 
inantly at floating interest rates, in connection with 
certain merchant banking transactions and to provide 
customers with lines of credit collateralized by first and 
second mortgages on real estate or certain liquid assets of 
small businesses. The Corporation also issues various 
guarantees to counterparties in connection with certain 
leasing, securitization, and other transactions. Such 
commitments and guarantees expose the Corporation to 
off-balance-sheet credit risk. These commitments and 
guarantees, which usually have a fixed expiration date, 
are contingent on certain contractual conditions and may 
require the payment of a fee by the counterparty. Once 
commitments are drawn upon or guarantees are issued, 
the Corporation may require the counterparty to post 
collateral depending upon the creditworthiness of the 
counterparty and market conditions. The contractual 
amounts of these commitments and guarantees repre- 
sent the amounts at risk should the contract be fully 
drawn upon, the client default and the value of the exist- 
ing collateral become worthless. 

The total amount of outstanding commitments 
and guarantees may not represent future cash require- 
ments as commitments may expire without 
being drawn upon. As of December 31, 1993 and 
December 25, 1992, the Corporation was committed 
to extend credit of $1,248,000 and $1,072,000, respec- 


tively. As of December 31, 1993 and December 25, true 
1 992, the Corporation had outstanding guarantees total- 
ing $587,000 and $631,000, respectively. The fair value 
of these outstanding guarantees was $39,000 at year- 
end 1993 and $43,000 at year-end 1992. 


NOTES TO 


CONSOLIDATED 


Concentrations of Credit Risk 
The Corporation provides brokerage, investment, EIVANGIRE 
financing, insurance and related services to a diverse 
group of domestic and foreign clients which include 
governments, corporations, and institutional and individ- 
ual investors. As a market-maker, the Corporation takes 
principal positions in domestic and foreign governments ge 
and corporate obligations. eee 
The Corporation's exposure to credit risk associ- 
ated with these transactions is measured on an individual 
counterparty basis, as well as by groups of counterparties 
that share similar attributes. Concentrations of credit risk 
can be affected by changes in geographic, industry or 
economic factors. ‘To alleviate the potential for risk con- 
centration, credit limits are established and continually 
monitored in light of changing counterparty and market 
conditions. 
At December 31, 1993, the Corporation’s most 
significant concentration of credit risk is with the U.S. 
Government and its agencies. This concentration arises 
from trading and investment securities owned. ‘Total 
holdings of U.S. Government and agency securities, 
were $8,533,000 or 6% of total assets at December 31, 
1993. 
At December 31, 1993, the Corporation had 
concentrations of credit risk with other counterparties 
including an Asian and a European sovereign both rated 
AA + or above by Standard and Poor’s or Aal or above by 
Moody’s. In addition, the Corporation had a concentra- 
tion of credit risk in short-term debt of a Latin American 
sovereign predominantly rated A-1 + by Standard and 
Poor's. The total exposure to these counterparties, 
excluding collateral held, was $3,498,000 or 2% of 
total assets. 
In addition to these specific exposures, the Cor- 
poration’s most significant industry concentration is 
domestic and foreign financial institutions. These finan- 
cial institutions include other brokers and dealers, com- 
mercial banks, insurance companies, and mutual funds. 
This concentration arises in the normal course of the 
Corporation's brokerage, trading, financing and under- 
writing activities. In connection with its mortgage trad- 
ing activities, the Corporation had resale agreements 
totaling $3,400,000 with mortgage bankers, banks, and 
thrifts at December 31, 1993. These agreements were 
collateralized by whole loans with a market value of 
$3,800,000. 
The Corporation's credit exposure relates to the 
risk of non-performance by customers or counterparties 
in fulfilling their contractual obligations, and can be 
directly influenced by volatile or illiquid trading markets. 
The Corporation attempts to minimize credit risk associ- 
ated with these activities by monitoring customer/coun- 
terparty credit exposure and collateral values daily and 
requiring additional collateral to be deposited with or 
returned to the Corporation when deemed necessary. 
Additionally, the Corporation monitors regional expo- 
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sures worldwide. Within these regions, sovereign govern- 
ments represent the most significant concentration, 
followed by financial institutions, non-financial institu- 
tions and individuals. 

In conjunction with its investment and merchant 
banking activities, the Corporation, from time to time, 
provides short-term bridge financing and other exten- 
sions of credit and equity investments to facilitate 
leveraged transactions. In the normal course of its busi- 
ness, the Corporation also purchases, sells and makes 
markets in non-investment grade securities. Non-invest- 
ment grade securities have been defined as debt and 
preferred equity securities which are rated by Standard 
and Poor's as BB + or lower and by Moody’s as Bal or 
lower (or equivalent ratings for other instruments and 
non-U.S. securities), certain sovereign debt issued by 
emerging market countries, amounts due under various 
derivative contracts from non-investment grade counter- 
parties, as well as non-rated securities which in the opin- 
ion of management are non-investment grade. 

These activities expose the Corporation to a 
higher degree of credit risk than is associated with invest- 
ing, extending credit, underwriting and trading in invest- 
ment grade instruments. At December 31, 1993, the 
Corporation's aggregate exposure to credit risk (both 
on- and off-balance-sheet) associated with non-invest- 
ment grade securities, high-yield financings and highly 
leveraged transactions amounted to $4,721,000. (See 
“Non-Investment Grade Holdings and Highly Leveraged 
Transactions” included in Management's Discussion 
and Analysis—unaudited.) 


COMMITMENTS AND CONTINGENCIES 

Leases 

The Corporation has entered into various noncancelable 
long-term lease agreements for premises and equipment 
that expire through 2024 including the World Financial 
Center headquarters (“WFC”). The Corporation has also 
entered into various noncancelable short-term lease 
agreements which are primarily monthly commitments 
of less than one year under equipment leases. Future 
minimum rental commitments with initial or remaining 
noncancelable lease terms exceeding one year are pre- 
sented below: 


WFC Other Total 
Minimum Rental 
Commitments: 
1994 $ 124,040 $172,108 $ 296,148 
1995 $ 124,553 $165,941 $ 290,494 
1996 $ 125,409 $149,906 $ 275,315 
1997 $ 125,580 $131,209 $ 256,789 
1998 $ 129,766 $115,248 $ 245,014 
Thereafter $2,446,263 $639,567 $3,085,830 


‘Total minimum rental commitments have not been 
reduced by $956,858 of minimum sublease rentals to be 
received in the future under noncancelable subleases. 


Other Commitments 
In the normal course of business, the Corporation 
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enters into when-issued transactions and underwriting 
commitments. Settlement of these transactions as of 
December 31, 1993, would not have a material effect on 
the consolidated financial condition of the Corporation. 

In the normal course of business, the Corporation 
obtains letters of credit to satisfy various collateral 
requirements in lieu of the Corporation depositing secur- 
ities or cash. A standby letter of credit represents the 
guarantee of an obligation to a beneficiary on the part of 
an issuer. Letters of credit aggregated $2,667,000 at 
December 31, 1993. 

The Corporation provides an investment certifi- 
cate program for all Financial Consultants. Under this 
program Financial Consultants meeting minimum 
production and asset gathering criteria are issued invest- 
ment certificates with a face amount of $100. Such 
certificates mature 10 years from date issued and are 
payable if certain performance requirements are 
achieved. Failure to achieve such performance require- 
ments and to be continuously employed by the Cor- 
poration for the 10-year period results (with certain 
exceptions) in the certificates expiring. The certificates 
bear interest commencing with the date the require- 
ments are achieved. Financial Consultants who do not 
initially meet the eligibility requirements become eligible 
to receive similar certificates upon meeting such require- 
ments. As of December 31, 1993, the Corporation had 
$102,798 accrued under this plan. 

‘The Corporation has service agreements with pro- 
viders of communications and data processing services. 
Under the terms of these agreements, the Corporation 
receives various communications and market data 
services. As of December 31, 1993, minimum fee com- 
mitments under these contracts aggregated $96,400. 


Litigation 


There are numerous civil actions, arbitration proceed- 
ings and claims pending against the Corporation as of 
December 31, 1993, some of which involve claims for 
substantial amounts. Although the ultimate outcome of 
these matters cannot be ascertained at this time and the 
results of legal proceedings cannot be predicted with 
certainty, it is the opinion of management that the resolu- 
tion of these matters will not have a material adverse 
effect on the consolidated financial statements of the 
Corporation. Item 3, “Legal Proceedings,’ in the 
Corporation's 1993 Annual Report on Form 10-K, which 
is unaudited and available upon request, contains addi- 
tional information concerning pending lawsuits. 


INDUSTRY AND GLOBAL OPERATIONS 


The Corporation operates principally in the financial 
services industry and services individual and institutional 
clients. These services, due to certain legal require- 
ments, are conducted through various subsidiaries 
including those operating as brokers and dealers, insur- 
ance companies, and banks. 

The Corporation operates in both international 
and domestic markets. The Corporation's international 


business activities operate through regional offices in the 
Americas, including Latin America and Canada; Europe 
and the Middle East; and Asia/Pacific, which includes 
Japan, the Asia Pacific Region and Australia. In Canada, 
the Corporation is a broker for securities and commodities 
and a market-maker for bonds and money market instru- 
ments. The Corporation also provides investment 
banking and research for Canadian clients. The Latin 
American region provides international banking, bro- 
kerage and trust services and has been instrumental in 
the privatization of many Latin American companies. 
Europe and Middle Eastern operations offer international 
investment and private banking services, research, and 
dealer services in Eurobonds, derivatives, equity and 
fixed-income securities, futures, commodity contracts, 
and options. 

‘The Corporation's Asia/Pacific operations conduct 
business throughout various countries including Japan, 
Hong Kong, Singapore, Australia, and China. The Cor- 
poration has exchange memberships in Tokyo, Hong 
Kong, Sydney, and Singapore. ‘Traditional retail and insti- 
tutional services are provided in virtually all locations. 

Although no one method of allocating revenues, 
expenses, and assets is completely precise, the principal 
methodology used in preparing the international data 
set forth below includes the following: (i) commission 
revenues are recorded at the location of the sales force; 
(ii) trading revenues are principally recorded at the loca- 
tion of the trader; (iii) investment banking revenues 
are recorded at the location of the client; and (iv) asset 
management and portfolio service fees are recorded 
at the location of the fund manager. Earnings before 
income taxes include the allocation of certain shared 
expenses among regions. ‘The information presented 
below, in management's judgment, provides a reason- 
able representation of each region's contribution to the 
consolidated amounts. 


Global 

Operations 1993 1992 1991 1993 1992 1991 
(In Millions) Total Revenues Net Revenues 
Canada and 

LatinAmerica $ 526 $ 378 $ 238 $ 377 $ 259 $ 184 
Europe and 


Middle East 3111 1,867 1,304 1,358 953 772 
Asia/Pacific 879 374 335 683 309 273 


Subtotal 4516 2,619 1,877 Me mie a4 Nie (7 


United States 13,475 11,685 11,136 9309 7,833 6,512 
Eliminations (1,403) (891) (660) (1,169) (777) (495) 
Total $16,588 $13,413 $12,353 $ 10,558 $ 8577 $ 7,246 
Earnings Before 
Income Taxes Total Assets 
Canada and 
Latin America $ 139 $ 89 $ 67 $ 5,658 $ 2,145 $ 1,076 
Europe and 
Middle East 481 181 100 37,107 15,645 9,999 
Avia Pacdieet es SSI Oty 5 Ghee 8546 _ 2,865 _ 1,569 
Subtotal 811 267 179 51311 20,655 12,644 
United States 1,614 = 1,354 838 106,132 88,835 76,635 
Eliminations Sine aM teh at ae __ (4,533) _(2,466) 8,020) 
Total $ 2,425 $1,621 $1,017 $152,910 $107,024 $86,259 
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INDEPENDENT AUDITORS’ REPORT 


To The Board of Directors and Stockholders 
of Merrill Lynch & Co., Inc.: 


We have audited the accompanying consolidated balance 
sheets of Merrill Lynch & Co., Inc. and subsidiaries as 
of December 31, 1993 and December 25, 1992 and the 
related statements of consolidated earnings, changes in 
consolidated stockholders’ equity and consolidated cash 
flows for each of the three years in the period ended 
December 31, 1993. These financial statements are the 
responsibility of the Corporation’s management. Our 
responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with gen- 
erally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial state- 
ments are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting princi- 
ples used and significant estimates made by manage- 
ment, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reason- 
able basis for our opinion. 

In our opinion, such consolidated financial state- 
ments present fairly, in all material respects, the 
financial position of the Corporation and its subsidiaries 
at December 31, 1993 and December 25, 1992, 
and the results of their operations and their cash flows 
for each of the three years in the period ended 
December 31, 1993 in conformity with generally accepted 
accounting principles. 

As discussed in the note to the consolidated finan- 
cial statements entitled, “Accounting Changes,’ in 1993 
the Corporation and its subsidiaries changed their 
method of accounting for postemployment benefits and 
their method of accounting for certain investments in 
debt and equity securities to conform with Statements 
of Financial Accounting Standards No. 112 and No. 115, 
respectively, and in 1992 changed their method of 
accounting for postretirement benefits other than pen- 
sions and their method of accounting for income taxes 
to conform with Statements of Financial Accounting 
Standards No. 106 and No. 109, respectively. 


New York, New York 
February 28, 1994 
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INDEPENDENT 


FIVE-YEAR FINANCIAL SUMMARY 


eee REN 


Year Ended Last Friday in December 


(Dollars in Thousands) 1989 1990 1991 1992 1993 
REVENUES (52 Weeks) (52 Weeks) (52 Weeks) (52 Weeks) (53 Weeks) 
Commissions 2 
Listed securities $ 988,801 8.8% $ 840,650 7.6% $ 1,064,977 8.6% $ 1,147,142 8.6% $ 1,408,943 8.5% 
Mutual funds 321,889 2.8 389,524 35 519,089 4.2 667,519 5.0 846,2 13 5.1 
Money market instruments 187,159 Tay, 189,963 ay 175,980 1.4 190,525 1.4 165,028 1.0 
Other 346,964 3.1 349,017 Jat 406,255 35 416,898 SA 474,044 2.9 
Total 1,844,813 16.4 1,769,154 15.9 2,166,301 17.5 2,422,084 18.1 2,894,228 17.5 
Interest and Dividends 5,859,767 52.0 5,944,706 53.3 5,761,061 46.7 5,806,710 43.3 7,099,155 42.8 
Principal Transactions 
Fixed-income and foreign > i 
exchange 866,296 Tt . 1,146,974 10.3 1,410,165 11.4 1,631,641 12.1 2,176,427 13.1 
Equities 383,142 3.4 312,007 2.8 495,563 4.0 534,084 4.0 744,012 4.5 
Total 1,249,438 11.1 1,458,981 13.1 1,905,728 15.4 2.165,725>, “164 2,920,439 17.6 
Investment Banking 
Underwriting 737,983 6.5 534,835 4.8 1,020,310 8.2 1,308,787 9.8 1,646,960 9.9 
Strategic services 357,896 SoZ 260,609 2.3 155,682 1.3 175,280 ar 184,293 eI 
Total 1,095,879 9.7 795,444 7.1 15175:99Z 9.5 1,484,067. 11.1 1,831,253 11.0 
Asset Management anid * = 0002 = 0 on Rt eR ee ey Od pe aro te ee ene er eens 
Portfolio Service Fees 676,482 6.0 815,739 7.3 1,003,904 8.1 1,252,829 9.3 1,557,778 9.4 
Other 546,844 4.8 363,205 33 339,826 2.8 281,253 2.1 285,324 1.7 
Total Revenues 11,273,223 100.0 11,147,229 100.0 12,352,812 100.0 13,412,668 100.0 16,588,177 100.0 
Interest Expense 5,371,028 47.6 5,363,900 48.1 5,106,344 41.3 4,835,267 36.0 6,029,947 36.4 
Net Revenues _ 5,902,195 52.4 _5,783,329 _51.9  __7,246,468 58.7 __ 8,577,401 64.0 _10,558,230 _ 63.6 
NON-INTEREST 
EXPENSES 
Compensation and se 
benefits 3,084,028 52.3 3,077,485 53.2 3,867,849 53.4 4,364,454 50.9 5,255,258 49.8 
Occupancy 487,928 8.3 519,156 9.0 473,562 6.5 477,754 5.6 572,936 5.4 
Communications and 
equipment rental 445,457 Fs: 375,432 6.5 356,850 4.9 366,161 4.3 385,809 3.6 
Depreciation and 
amortization 290,089 4.9 289,361 5.0 276,125 3.8 281,228 33 308,499 2.9 
Advertising and market 
development 247,775 4.2 225,712 3.9 249,844 39 301,146 S05 376,881 3.6 
Professional fees 249,710 4.2 233,565 4.0 235,344 333 256,887 3.0 290,324 Ly 
Brokerage, clearing and 
exchange fees 229,940 3.9 234,031 4.1 239,828 333 277,166 Se 280,712 2.7 
Other 555,654 9.4 546,259 9.4 529,648 7.3 631,216 fee! 663,003 6.3 
Provision for restructuring 470,000 8.0 = = = = = = ee = 
Total Non-Interest Expenses 6,060,581 102.7 5,501,001 95.1 6,229,050 86.0 6,956,012 81.1 8,133,422 77.0 
Earnings (Loss) Before Income 
Taxes, Cumulative Effect 
of Changes in Accounting 
Principles and 
Discontinued Operations (158,386) (2.7) 282,328 4.9 1,017,418 14.0 1,621,389 18.9 2,424,808 23.0 
Income Tax Expense 58,980 1.0 90,472 1.6 321,301 4.4 668,984 7.8 1,030,449 9.8 
Earnings (Loss) Before 
Cumulative Effect of 
Changes in Accounting 
Principles and 
Discontinued Operations (217,366) (3.7) 191,856 3.3 696,117 9.6 952,405 11.1 1,394,359 13.2 


Cumulative Effect of 
Changes in Accounting 
Principles, Net of 


Income Taxes - ~ - ~ - - (58,580) (.7) (35,420) (3) 
Discontinued 


Operations, Net of 
Income ‘Taxes 3,981 0.1 ; ~ 


Net Earnings (Loss) $ (213,385) (3.6)% $ 191,856 3.3% $ 696,117 9.6% $ 893,825 10.4% $ 1,358,939 12.9% 


a a ee ee eg ee el ee ere eee a eee 


“Revenues and Interest Expense are presented as a percentage of Total Revenues. Non-Interest Expenses, Cumulative Effect of Changes in Accounting Principles, Discontinued 
Operations and Earnings are presented as a percentage of Net Revenues. 
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QUARTERLY INFORMATION 


Presented below are the unaudited results of operations of the Corporation by quarter for 1993 and 1992. Quarterly information includes 
certain financial statement reclassifications and adjustments for the two-for-one common stock split. The first quarter of 1993 has been 
restated for the adoption of Statement of Financial Accounting Standards (“SEAS”) No. 112. Quarterly results for 1992 include the adoption 
of SFAS No. 106 and SFAS No. 109 (see Accounting Changes Note to the Consolidated Financial Statements). The quarterly information 
is prepared in conformity with generally accepted accounting principles and reflects all adjustments (which consist of only normal recurring 
adjustments except as noted above, and a non-recurring $103,000 1993 first quarter pretax lease charge related to the Corporation's decision 
not to occupy certain floors at its headquarters facility) that are, in the opinion of management, necessary for a fair presentation of the results 


of operations for the periods presented. The nature of the Corporation's business is such that the results of an interim period are not neces- 
sarily indicative of results for a full year. 


SS SETTER ATE 4 SET 


For the Quarter Ended 
(Dolls: fs Thousands. Dec. 31, Sept.24, June 25, Mar.26, Dec.25, Sept.25, June 26, Mar. 27, 
Except Per Share Amounts) 1993 1993 1993 1993 1992 1992 1992 1992 
(14 weeks) (13 weeks) (13 weeks) (13 weeks) (13 weeks) (13 weeks) (13 weeks) (13 weeks) 
Total Revenues $4,526,136 $4,140,048 $3,963,009 $3,958,984 $3,263,718 $3,385,910 $3,352,714 $3,410,326 
Interest Expense 1,768,139 1,506,428 1,408,512 1,346,868 1,186,796 1,230,231 1,226,347 1,191,893 
Net Revenues 2,757,997 2,633,620 2,554,497 2,612,116 2,076,922 2,155,679 2,126,367 2,218,433 
Non-Interest Expenses 2605717, 21,991,321 41,959,589) -2:021,7952> 1,715,817 1 1,761;387 "1,730,316" _1,7427492 
Earnings Before Income Taxes and Cumulative 
Effect of Changes in Accounting Principles 597,280 642,299 594,908 590,321 361,105 394,292 390,051 475,941 
Income Tax Expense 250,041 282,612 249,861 247,935 139,664 165,603 163,821 199,896 
Earnings Before Cumulative Effect of Changes in 
Accounting Principles 347,239 359,687 345,047 342,386 221,441 228,689 226,230 276,045 
Cumulative Effect of Changes in Accounting 
Principles (Net of Applicable Income Taxes) - = - (35,420) - = - (58,580) 


Net Earnings $ 347,239 $ 359,687 $ 345,047 $ 306,966 $ 221,441 $ 228,689 $ 226,230 $ 217,465 


a REESE SR UN Se RES TO 


Earnings Per Common Share: 


“Primary $e 153 °$55) AST Sh Le? $0 155, $e Seok EAS 99 $ 93 
Fully Diluted | RI Ry PN De Eee et Gat SRY EA 98 $ 1.02 $ 99 $ 93 


The 1993 and 1992 first quarters include the cumulative effect of changes in accounting principles of $(.16) and $(.26) per common share primary and fully diluted, 
respectively. 
Earnings per common share have been restated for the two-for-one common stock split (see Stockholders’ Equity Note to the Consolidated Financial Statements). 


DIVIDENDS PER COMMON SHARE 


(declared and paid) 

Ist Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 
1993 $.15 $.175 $.175 $.20 
1992 $.125 $.15 $.15 $.15 


Dividends per common share amounts give effect to the two-for- 
one common stock split (see Stockholders’ Equity Note to the 
Consolidated Financial Statements). 


There are no restrictions on the Corporation's present ability to 
pay dividends on common stock, other than (a) the Corporation's 
obligation first to make dividend payments on its preferred stock 
and (b) the governing provisions of the Delaware General Corpora- 
tion Law. Certain subsidiaries’ ability to declare dividends may also 
be limited as described in the Regulatory Requirements and Divi- 
dend Restrictions Note to the Consolidated Financial Statements. 


STOCKHOLDER INFORMATION 

Consolidated Transaction Reporting System prices for the speci- 

fied calendar quarters are noted below. Prices have been restated 

for the two-for-one common stock split as described in the Notes 
to Consolidated Financial Statements. 


Ist Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 
High Low High Low High Low __High _ Low 
1993 $3716 $28 $4056 $3358 $5078 $39%16 $5 15/16 $4 13/4 


1992 $3338 $2634 $27'5i6 $2236 $2678 $24 $3158 $2318 


The approximate number of record holders of common 
stock as of February 4, 1994 was 12,600. 
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MERRILL LYNCH 


& Co., INC, 


BOARD OF 


DIRECTORS 


EXECUTIVE 


MANAGEMENT 


EXECUTIVE MANAGEMENT 


William O. Bourke 


Retired Chairman and Chief Executive Officer of 
Reynolds Metals Company, a producer of aluminum 
products...66 years old...elected a Director of 
Merrill Lynch in 1987. 


Jill K. Conway 


Visiting Scholar, Massachusetts Institute of “Technology 
... President of Smith College from 1975 to 1985...59 
years old...elected a Director of Merrill Lynch in 1978. 


William J: Crowe, Jr. 


Chairman of the Foreign Intelligence Advisory Board for 
the President of the United States...Admiral, United 
States Navy (Retired)...served as Chairman of the Joint 
Chiefs of Staff...Counselor, Center for Strategic and 
International Studies...Professor of Geopolitics at the 
University of Oklahoma...69 years old...elected a 
Director of Merrill Lynch in 1989. 


Stephen L. Hammerman 


Vice Chairman of the Board and General Counsel... 
55 years old...joined Merrill Lynch in 1978. 


Robert A. Hanson 


Retired Chairman of the Board and formerly 
Chief Executive Officer of Deere & Company, a 
manufacturer, distributor, and financier of farm and 
industrial equipment...69 years old...elected a 
Director of Merrill Lynch in 1984. 


Earle H. Harbison, Jr. 


Chairman of Harbison Walker, Inc., a manufacturer 
of molded plastic products...retired Chairman of the 
Executive Committee and formerly President and 
Chief Operating Officer of Monsanto Company... 
65 years old...elected a Director of Merrill Lynch 

in 1987, 


Herbert M. Allison, Jr. 


Executive Vice President 
Investment Banking Group General Counsel 


Paul W. Critchlow John G. Heimann 


Senior Vice President Chairman 


Marketing & Communications Global Financial Institutions 


Barry S. Friedberg Jerome P. Kenney 


Executive Vice President Executive Vice President 
Chairman 
Investment Banking Research 


Edward L. Goldberg 


David H. Komansky 


Executive Vice President 
Operations, Systems and 
‘Telecommunications 


Executive Vice President 
Debt and Equity 
Markets Group 


7O 


Stephen L. Hammerman 


Vice Chairman of the Board 


Corporate Strategy, Credit & 


George B. Harvey 


Chairman of the Board, President and Chief Executive 
Officer of Pitney Bowes Inc., a provider of mailing, office 
and logistics systems and management and financial 
services...62 years old...elected a Director of Merrill 
Lynch in 1993. 


Robert-P. Luciano 


Chairman and Chief Executive Officer of Schering- 
Plough Corporation, a health and personal care products 
company...60 years old...elected a Director of Merrill 
Lynch in 1989. 


John J. Phelan, Jr. 


Former Chairman and Chief Executive Officer of the 
New York Stock Exchange, Inc....Senior Adviser, 
Boston Consulting Group...member of the Council on 
Foreign Relations...formerly President of the Interna- 
tional Federation of Stock Exchanges...62 years old... 
became a Director of Merrill Lynch in 1991. 


Charles A. Sanders, M:D. 


Chairman and formerly Chief Executive Officer of 
Glaxo Inc., a pharmaceutical company...formerly Vice 
Chairman of Squibb Corporation...62 years old... 
elected a Director of Merrill Lynch in 1987. 


Daniel P. Tully 


Chairman and Chief Executive Officer. .: 
62 years old...joined Merrill Lynch in 1955. 


William L.. Weiss 


Chairman of the Board and formerly Chief Executive 
Officer of Ameritech Corporation, a provider of commu- 
nications products and services...64 years old...elected 
a Director of Merrill Lynch in 1993. 


Daniel T. Napoli 


Senior Vice President 
Risk Management 


Roger M. Vasey 


Executive Vice President 
Senior Advisor 


Patrick J. Walsh 


Senior Vice President 
Human Resources 


Thomas H. Patrick 


Executive Vice President 

Chairman 

Special Advisory Services 
Joseph T. Willett 


Winthrop H. Smith, Jr. ‘ ; : 
P Senior Vice President 


Executive Vice President | Chief Financial Officer 
International 
Arthur Zeikel 


John L. Steffens 


Executive Vice President 
Private Client Group 


Executive Vice President 
Asset Management Group 


SENIOR MANAGEMENT 


Leonard E. Accardo 
Bruce L. Ackerman 
Francis G. Adams, Jr. 
Robert E. Aherne 
Mathew T: Aizawa 
Thomas B. Akin 
Alan J. Albert 

Kevin K. Albert 

Jake L. Albright 
Mark D. Alexander 
Mir S. Ali 

Harry P. Allex 

David F. Anderson 
Edward S. Annunziato 
Joseph D. Argilagos 
Terry J. Arnold 

Livia S. Asher 

John F. Bahrenburg 
Keith A. Bailey 
Curtis W. Baker 
George D. Baker 
Vince Balducci 
Robert C, Barber 
Daniel D. Barry 
Flavio C. Bartmann 
R. Neil Barton 
Harley S. Bassman 
Joseph L, Baughman 
Daniel H. Bayly 
Joseph A. Belfatto, Jr. 
Joseph J. Bellace 
Stephen M. Bellotti 
James G. Bennett 
Jeffrey A. Bennett 

C. Anders Bergendahl 
Alfred B. Berger 
Rosemary T. Berkery 
Frances B, Bernstein 
Richard Bernstein 
Paula E. Beroza 
Mihir Bhattacharya 
Malcolm B. Binks 
Steven A. Blakey 
Edward V. Blanchard 
Gary F. Blemaster 
Philip E. Blevins 
Joseph A. Boccuzzi- 
James J. Bohan 

John J. Bolebruch 
Charles P. Borkowski, Jr. 


Michael D. Botte 
Robert J. Boucher 
Philip C. Bowers 
Richard J. Bowers III 
Matthias B. Bowman 
Nicholas M. Brandjes 
John D. Breit 

Robert S. Bridges 
William A, Bridy 

lan Brimecome 
William S. Broeksmit 
Roberts W. Brokaw III 
Douglas V. Brown 
John J. Brown 
Candace E. Browning-Platt 
D. Bruce Brunson 
Gregory A. Bundy 
Peter R. Bunn 

Mary G. Burlington 
Lucy O. Buschmann 
Richard J. Byrne 
Eduardo M. Cabrera 
Donald C. Cacciapaglia 
Daniel J. Campbell 
Elizabeth Campbell Kraus 
Jeffrey C. Carey 

C. Edward Carter 
Michael J. Castellano 
Alessandro Ceccaroni 
David W.S. Chambers 
R. Jeffrey Chandler 
Sherman Chao 
Samuel R. Chapin 
Stephen I. Chazen 
Koon-Fong Cheng 
Sanjoy Chowdhury 
Yeow-Hang Chuah 
Martin J. Cicco 
Michael Clack 

Peter Clarke 

Charles I. Clough, Jr. 
Daniel C. Cochran 
Lee R. Cole 

Mark M. Collins 
Stephen R. Coma 
David C. Conine 
Charles P. Connolly 
Andrew J. Cooley 
Jerome J. Corcoran 


Samuel B. Corliss, Jr. 


Harold F. Corrigan 
Thomas J. Coughlin 
Mario M. Covo 
Michael R. Cowan 
Kevin M. Cox 

Nigel W. Cree 
Gerald E. Cremins 
Robert W. Crook 
Joseph E. Crowne 
John R. Cummings 
E.S. Purandar Das 
Thomas W. Davis 
Thomas M. Deford 
Michael H. de Havenon 
Mario Dell'Oro 

Paul Dennison 
Clifford P. Dent 
Conrad J. Desantis 
Robert G. Dieckmann 
Adriano Dispenza 
Michele Di Stefano 
Albert D. Disposti 
Robert C. Doan 
Samuel R. Dodson 
Daniel J. Donahue 
Albert J. Donohue 
Joseph R. Dorsey, Jr. 
Richard M. Drew 
James V. Duffy 
David M. Dunford 
Kevin B. Dunleavy 
Richard A. Dunn 
Carleen L. Duque 
Bernard J. Durnin 
Alan R. Eckert 
Andrew P. Edelmann 
Wolfgang Eickmann 
George D. Elling 
Arnold Endelman 
John V. Engelen 
Brad F. England 
Christopher J. English 
Freddy Enriquez 
Sergio Ermotti 
Angelo V. Esposito 
Bowers W. Espy 
Marion B. Everett 
R. David Faber 
Peter A. Falco 

Gail R. Farkas 


Mitchell S. Farkas 
Robert J. Farrell 
Adrian Faure 

Paul R. Fehrenbach 
Michael R. Feigeles 
Jeffrey S. Feldman 
Sylvan G. Feldstein 
John K. Fell 

Harry J. Ferguson 
Arnold Finkelstein 
Philip J. Fischer 
Anthony H. Fisher 
Tan Fisher 

James F. Flaherty III 
Sandra J. Flannigan 
Constantine D. Fliakos 
Lawrence W. Forlenza 
John C., Forrey 
Joseph D. France 
Doreen Frasca 
Anthony J. Freeman 
Joseph Freitas 
Martin S. Fridson 
Hidemi Fukuhara 
Richard M. Fuscone 
Thomas J. Gahan 
Ritch Gaiti 

John M. Galante 
Michael J. Galbreath 
Brenda J. Gall 
Edward J. Gallagher, Jr. 
Stephen J. Gallagher 
Joseph P. Gannotti 
Michael M. Geitz 
John L. Gelbach 
Jeffrey A. Gelfand 
Robert J. Gemmell 
William Genco 
Steven B. Geovanis 
Donald N. Gershuny 
J. Michael Giles 
John Ginelli 

Vincent R. Giordano 
Jerome Alan Gitt 
‘Terry K. Glenn 
Robert S. Goldberg 
Jonathan L. Goldfarb 
Mark L. Goldman 
Laurie S. Goodman 
Ernest C. Goodrich 
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SENIO 


MANAGEMEN 
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Richard K. Gordon 
Susan Graham 
Francisco Granados 
Robert D. Grandy 
Jamie A. Greenwald 
Stephen R. Gretz 
Elizabeth A. Griffin 
William C. Gruetzmacher 
Carlos A. Gutierrez 
Peter C. Hagan 

John Hallacy 

Richard A. Hanson 
Robert D. Hardiman 
K. Carter Harris 
Randy A. Harris 
Norman R. Harvey 
David D. Hay 

Brian P. Hehir 
Marcus B. Heilner 
Harvey E. Heinbach 
John C. Hele 

Jordan Heller 

Brian C. Henderson 
Ruth S. Hennefeld 
Arthur L. Hensley II] 
Roger N. Hershey 
N. John Hewitt 

Jerry R. Hilligoss 
James A. Hislop 

Paul J. Holland 
Michel Horat 
Jefferson E. Hughes, Jr. 
‘Thomas J. Hughes 
Alice S. Hui 

Jeffrey L. Humber, Jr. 
Joseph F. Hunt 
Alfred F. Hurley, Jr. 
Leonard S. Hyman 
Michael D. Ice 

Akio Ishida 

Steven R. Jackson 
Keith D. Jacobson 
William G. Jahnes 
Michael F. James 
John A. Jensen, Jr. 
Steven A. Joachim 
Christopher A. Johnson 
Richard P. Johnson 
Michael A. Johnston 
Allen N. Jones 
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David Jones 
Emerson P. Jones 
Warwick M. Jones 
‘Thomas M. Joyce 
Patrick C. Jurezak 
Claudia J. Kahn 
John L. Kalmbach 
Robert I. Kantowitz 
Allan Kaplan 

Gary Katcher 

Doris A. Kelley 
Marie E. Kelly 
James J. Kennedy 
Francis E. King III 
William R. King, Jr. 
Philip L. Kirstein 
Ronald M. Kloss 
Robert D. Knapp 
David L. Knowles 
Michael S. Koeneke 
Marianne E. Kozlowski 
Judah S. Kraushaar 
Kevin Krespi 

Jeffrey W. Kronthal 
Paul G. Kuhns 
Michael J. Kukanza 
‘Thomas P. Kurlak 
Grant Kvalheim 
Jerry H. Labowitz 
Emilio J. Lamar 
Stevan Lambert 
Clinton W, Lane III 
‘Theresa Lang 
Pierre Laurin 

John W. Lavery 
John J. Lawlor 

Alain Lebec 
Anthony V. Leness 
Harry W. Lengsfield II 
Les B. Levi 

Jack Levy 

Gerald E. Lewinsohn 
Charles A. Lewis 
‘Thomas M. Likovich 
Kok-Ann Lim 
Thiam J. Lim 

Brian C. Lippey 
Richard J. Little 
Martin Loat 


Benjamin H. Lorenz 


Michael A. Loring 
James R. Love 

Paul F. Lozier 

Steven G. Lucido 
Herbert A. Lurie 
Michael E. Lurie 
Alfred G. Lutz 
William R. Lyman 
Thomas R. Lynett, Jr. 
Bruce F. Macfarlane 
Patrick J. Mackin 
Helen L. Macioce 
Frank M. Macioce, Jr. 
William F. Maguire 
Thomas H. Mahoney 
William T. Maitland 
Donald N. Malawsky 
Jose M. Malbran 
Edward C, Malmstrom 
Richard J. Malone 
Barry J. Mandel 
Debbie L. Mandelker 
Daniel Mandresh 
Charles V. Mangano 
E. Lanny Mann 
Joseph R. Marion 
Daniel B. Markaity 

G. Kelly Martin 

Jeffrey S. Martin 
James K. Mason 
Alison J. Mass 

Lee W. Mather, Jr. 
Martin J. Mauro 

‘T. Mark Maybell 
Steven D, McAnally 
Richard T? McCabe . 
James R. McCann 
Robert J. McCann 
James A. McCarthy 
William F. McCarthy 
Nicholas F. McClanahan 
Stephen T. McClellan 
John H. McCollough II 
John T. McGowan 
Raymond J. McGuire 
Harry IT. McMahon III 
Geraldine F. McManus 
William F. McManus, Jr. 
John A.C. McNiven 
Curtis B. McWilliams 


Henry W. Meers 
Manuel FE. Mejia Aoun 
Andrew J. Melnick 
Christopher L. Melvin 
Eugenio Mendoza 
Carrol L. Meredith 
Peter J. Meyer 

Nassos Michas 

David J. Middleton 
Orestes J. Mihaly 
James F. Miller 
Terran A. Miller 
Stephen M. Miller 
‘Thomas H. Milton 
Edson V. Mitchell 
Ernest W. Moegelin 
Joseph H. Moglia 
Richard A. Monaghan 
Joseph T: Monagle, Jr. 
Carlos M. Morales 
Peter J. Morgan 
Edmond N. Moriarty, Jr. 
Hisashi Moriya 
Benjamin J. Moyer 
Thomas O. Muller III 
Walter G. Murphy, Jr. 
James J. Murtha 
‘Thomas E. Musmanno 
Steven R. Narker 
Jeffrey C. Neal 

Carol P. Neves 
George A. Nitschelm 
Michael J. Normile 

G. Peter O’Brien 
William R. O'Connor 
Karen M. O'Keefe 
Peter H. Oakes 

John E. Olson 

E. Stanley O’Neal 
‘Teruko Onoda 

John L. Owen 
Richard S. Palm 
Joseph A. Palmeri 
Rolando E. Pantoja 
David S. Patten 
Rodman D. Patton 
Dale R. Paulshock 
Jeffrey M. Peek 
Angelo Peluso 


Ramiro L. Penaherrera 


James G. Perilstein 
Michael J. Perini 
Joseph M. Petri 
Michael G. Philipp 
Charles J. Plohn, Jr. 
Henry W. Pool 

Philip B. Pool, Jr. 
John M. Pratt 

H. Cody Press III 
Michele S. Preston 
Michael G. Putnam 
John C. Qua 

Hugh J. Quigley 
James B. Quigley 
Michael L. Quinn 
Lawrence A. Rader 
Harish Raghavan 
Deepak D. Raj 

Knut K.S.M. Ramel 
Melinda H. Reach 
Guillermo P. Reca 
W. Mason Rees 
Christopher R. Reeves 
Kevin P. Regan 
Arthur C, Reichstetter 
Daniel P. Reingold 
Steven J. Renehan 
Gerald M. Richard 
Thomas R. Robinson 
Douglas W. Rockel 
Leo H. Roepke 
Michael J. Rolland 
Daniel A. Roling 
Frank D. Ronan 

Eric M. Rosenberg 
Michael R. Rosenberg 
Charles R. Ross 

D. Anthony N. Ross 
Jack J. Ross 

Chris J. D. Rote 
Robert I. Roth 
Michael S. Rothman 
Daniel C. Rowland 
Stanley L. Rubin 
David A. Ruckman 
Richard Ruffine 
Stephen J.R. Rumsey 
Linda J. Runyon 
Gary F. Rupert 
Gregory I. Russo 


Joseph D. Russo 
Michael P. Ryan 
Scott A. Ryles 
Eduardo J. Saad 
Leonard G. Sahling 
Lawrence C. Salameno 
Richard B. Saltzman 
‘Theodore D. Sands 
Peter F. Sansevero, Jr. 
Betty J. Santangelo 
Stanley Schaefer 
Dennis M. Schaney 
George A. Schieren 
Diane L. Schueneman 
Steven R. Schulman 
Mark J. Schulte 
Stuart Schuster 
‘Thomas W. Seaman 
Gregg G. Seibert 
Robert W. Seijas 
Robert W. Seitz 
Michael F. Senft 
Charles Setty 
Jean-Luc P. Servat 
Howard A. Shallcross 
Andre Sharon 
Edward E. Sheridan 
Robert D. Sherman 
James F. Shoaf 
Bruce M. Sieben 
Kevin D. Silva 
Robert M. Simonson 
Launton F, Simpkins 
Kevin Simpson 

M. Pamela Singleton 
Alan M. Sislen 

Barry G. Skolnick 
Michael G. Smith 
Thomas W. Smith 
Vaughn F. Smith 
Willard H. Smith, Jr. 
Arthur H. Sobel 
Antony H. Solomon 
Howard P. Sorgen 
Thomas J. Sowanick 
Wesley W. Sparks 
Joseph A. Spiak 
John C. Spinello 
John B. Sprung 


Kenneth S. Spirer 


Douglas W. Squires 
Robert B. Starbuck 
Dena M. Steele 

Paul A. Stein 

Robert Stein 

Bruce E. Steinberg 
William A. Stephenson 
William P. Sterling 
Christopher M. Stewart 
Donald Stone 
Ronald J. Strauss 
Donald H. Straszheim 
Dirk A. Stuurop 
Julian Summer 
Takayuki Suzuki 
Edward J. Szydlowski 
Carl E. Tack III 
Michael D. Taliercio 
Joseph C. Taylor 
Macauley R. Taylor 
G. Leonard Teitelbaum 
Jeanne G. ‘Terrile 
Steven B. Theobald 
G. Stephen Thoma 
Arthur L. Thomas 
Paul A. Thomas 
Bruce E. Thompson 
John M. Thompson 
John Thorndike 
James A. Thorne 
Nathan C. Thorne 
Roy A. Thornton, Jr. 
Schuyler M. Tilney 
Jennifer Tora 

David T. Tory 
Donald R. ‘Trojan 
Peter Tufo 

John P. Tuke 
Lawrence E. Uhl 
Donald M. Ullmann 
Richard S. Umstead 
J. Arthur Urciuoli 
Sharyl C, VanWinkle 
O. Ray Vass 

Frank T. Vayda 
Anthony J. Vespa 
Richard R. Vietor 
Jeronimo Villalba 
Gary Vineberg 


James A. Vinson 


Harold L. Vogel 

Conrad P. Voldstad 

‘Timothy W.L. von Halle 

Michael J. Vorst 

William F. Waters SENIOR 
Kevan V. Watts 

Seth H. Waugh 
Charles F. Weaver, Jr. 
David N. Webb 

Evan H. Wein 
Madeline A. Weinstein 
Jay Weintraub eee. 
Stuart T. Weisbrod 

H. Allen White 

Kathleen E. White 

Robert S. Whitelaw 

Mark Whitmore 

James R. Wiggins 

Stephen V.C. Wilberding 

Robert W. Williamson 

Kathleen Wiltshire 

James P. Winder 

Anthony S. Wiseman 

John C. Wisniewski 

Louis S. Wolfe 

Melinda B. Wolfe 

Raymond L. Wong 

Rodney I. Woods 

Donald A. Wright 


‘Takamichi Yamamoto 


MANAGEMENT 


(continued) 


Gary E. Yetman 
Henry Yordan 

R. Michael Young 
Raymundo A. Yu, Jr. 
M. Makram Zaccour 
Arshad R. Zakaria 
Mark D. Zand 
Liping Zhang 
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MERRILL LYNCH & CO., INC. 


EXECUTIVE OFFICES 
Merrill Lynch & Co., Inc. 

World Financial Center 

North Tower 

New York, New York 10281-1332 


COMMON STOCK 

Exchange Listings 

The common stock of Merrill Lynch (trading symbol 
MER) is listed on the New York Stock Exchange, 
Chicago Stock Exchange, Pacific Stock Exchange, 
Paris Bourse, London Stock Exchange and ‘Tokyo 
Stock Exchange. 


transfer Agent and Registrar 

Merrill Lynch & Co., Inc. is the principal transfer agent 
for its own common stock. Questions from registered 
stockholders on dividends, stops, lost and stolen certifi- 
cates, changes of legal or dividend addresses, and other 
matters relating to registered stockholder status should 
be sent to: 


Merrill Lynch & Co., Inc. 

P.O. Box 20, Church Street Station 
New York, NY 10277-1004 

Attn: Gregory T: Russo, Secretary 


However, registered stockholders wishing to transfer 
their stock should continue to do so through the follow- 
ing transfer agent and registrar: 


Chemical Bank 
450 West 33rd Street 
New York, NY 10001 


The Merrill Lynch Principles 


For a copy of Merrill Lynch Principles, a booklet describing 


the basic corporate values discussed in this Annual Report, 


please write to us at: 


Merrill Lynch 

Internal Communications 

World Financial Center 

South Tower 

New York, New York 10080-6106 


Designed by DeSola Group, Inc. 


Principal photography by C. Jones 
except pgs. 1, 6, 7, 10,18, 21, 22, 25 


Pages 45 through 74 ® Printed on recycled paper 
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FORM 10-K ANNUAL REPORT FOR 1993 : 
This Annual Report of Merrill Lynch & Co., Inc. con- 
tains much of the financial information that will be 
included in the 1993 Annual Report on Form 10-K to be 
filed with the Securities and Exchange Commission. 
Merrill Lynch will furnish a copy of its 1993 Annual 
Report on Form 10-K (including financial statements and 
financial statement schedules but excluding other 
exhibits), without charge, to any person upon request 


addressed to Gregory 'T-. Russo, Secretary, Merrill Lynch 


& Co., Inc., PRO. Box 20, Church Street Station, New 
York, NY 10277-1004. 


EQUAL EMPLOYMENT OPPORTUNITY 

Merrill Lynch is committed to Equal Employment 
Opportunity and to attracting and retaining the most 
qualified employees regardless of race, national origin, 
religion, gender, age, or disability. For more information, 
write to Margaret R. Ingate, Vice President of Merrill 
Lynch Corporate Staff, Human Resources Develop- 
ment, Merrill Lynch & Co., Inc., World Financial Cen- 
ter, South Tower, New York, NY 10080-6111. 


CHARITABLE CONTRIBUTIONS 
A summary of the Corporation's charitable contributions 
is available upon written request to the Secretary. 


ANNUAL MEETING 

‘The 1994 Annual Meeting of Merrill Lynch & Co., Inc. 
stockholders will take place at the Merrill Lynch Confer- 
ence and ‘Training Center, 800 Scudders Mill Road, 
Plainsboro, New Jersey. The meeting is scheduled for 
‘Tuesday, April 19, 1994, beginning at 10:30 a.m. 

(local time). 


Merrill Lynch expresses its gratitude to Kara Tan Bhala, 
Malcolm Binks, Farley Bolwell, Donald Elefson, Anna 
Maria Ewing, Steve Gallagher, J. Michael Giles, Randy 
Harris, Carlos Higuichi, Ronald Horowitz, Marsha Jones, 
Thiam J. Lim, John MacKay, Alvin McCain, Louis 
Mendes, Laurie O’Loughlin-Schulman, Karen Pardo, 
Philippe Pillonel, Grace Pineda, Paul Richard, John 
Schautz, Phil Setto, Scott Warner, William Waters, 
Kathleen White, Greg Wright, Liping Zhang. 


Proxy Statement 


Notice of the Annual ~ 
Meeting of Stockholders 
to be held April 29, 1993 


Merrill Lynch & Co., Inc. © 


Conference and Training Center 
Plainsboro, New Jersey 


US Merrill Lynch 
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March 19, 1993 
Dear Stockholder: 


You are cordially invited to attend the Annual Meeting of Stockholders to be held at 10:30 A.M., local 
time, on Thursday, April 29, 1993, at the Merrill Lynch & Co., Inc. Conference and Training Center, 
Plainsboro, New Jersey. 


Information regarding the business of the meeting is set forth in the following formal Notice of Annual 
Meeting and Proxy Statement. There will be an opportunity for stockholders to ask questions about our 
business and to comment on any aspect of company affairs properly brought before the meeting. 


We cannot stress strongly enough that the vote of every stockholder, regardless of the number of 
shares owned, is important. Therefore, after reading the Notice of Annual Meeting and Proxy Statement, 
even if you plan to attend the meeting, you are urged to complete and return promptly the enclosed 
form of proxy to ensure that your shares will be represented. A return envelope is enclosed for your 
convenience. Since mail delays may occur, it is important that the proxy be returned well in advance of 
the meeting. If you decide to attend the meeting and wish to vote your shares personally, you may 
revoke your proxy at any time before it is exercised. Merrill Lynch will admit to the meeting stockholders 
of record, persons holding proof of beneficial ownership or holding proxies, and any other persons that 
Merrill Lynch, in its sole discretion, may elect to admit. 


We look forward to receiving your vote and seeing you at the meeting. Any stockholder requiring 
directions to the meeting, or who has a disability that may require special assistance, is asked to 
contact our Corporate Secretary, Gregory T. Russo, at 100 Church Street, 12th Floor, New York, NY 
10080-6512. 


Sincerely, 

Hilal. el LE 
WILLIAM A. SCHREYER DANIEL Pe TUcley. 
Chairman of the Board President and 


Chief Executive Officer 
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Notice of Annual Meeting of Stockholders 
to be held April 29, 1993 


NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of MERRILL LYNCH & CO., INC. 
(“ML & Co.”), a Delaware corporation, will be held on Thursday, April 29, 1993, at 10:30 A.M., local 
time, at the Merrill Lynch & Co., Inc. Conference and Training Center, 800 Scudders Mill Road, 
Plainsboro, New Jersey, for the following purposes: 


(1) To elect 5 directors to the Board of Directors to hold office for a term of 3 years; 


(2) To consider amending the Certificate of Incorporation of ML & Co. to increase the authorized 
shares of Common Stock from 200,000,000 to 500,000,000 shares; 


(3) To consider two stockholder proposals; and 


(4) To transact such other business as properly may come before the Annual Meeting and any 
adjournment thereof. 


Only holders of Common Stock of record on the books of ML & Co. at the close of business on March 
2, 1993 are entitled to notice of, and to vote at, the Annual Meeting and any adjournment thereof. A list 
of such stockholders will be available from April 18, 1993 until prior to the meeting, as required by law, 
at the office of Merrill Lynch Asset Management located at 800 Scudders Mill Road, Plainsboro, New 
Jersey. This list will also be available at the Annual Meeting. The stock transfer books will not be closed. 


Public notice of the date of the Annual Meeting was previously included in ML & Co.’s Quarterly Report 
on Form 10-Q for the period ended September 25, 1992, which was filed with the Securities and 
Exchange Commission on November 6, 1992, and in ML & Co.’s Third Quarter Report to stockholders 
mailed on November 24, 1992. 


By Order of the Board of Directors 


GREGORY T. RUSSO 
Secretary 


New York, N.Y. 
March 19, 1993 


STOCKHOLDERS ARE URGED TO VOTE, SIGN, AND DATE THE ENCLOSED FORM OF PROXY 
AND TO RETURN IT IN THE ENCLOSED ENVELOPE, WHICH REQUIRES NO POSTAGE IF MAILED 
IN THE UNITED STATES. 


The Proxy Statement for the Annual Meeting follows this page. For stockholders who have not 
previously been sent a copy, enclosed is the Annual Report of ML & Co. for 1992, which, except to the 
extent specifically incorporated by reference herein, is not proxy soliciting material. 
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Proxy Statement ! Annual Meeting of Stockholders 
April 29, 1993 


March 19, 1993 


World Financial Center 
North Tower 
New York, N.Y. 10281 


This Proxy Statement is furnished in connection with the solicitation on behalf of the Board of Directors 
of Merrill Lynch & Co., Inc., a Delaware corporation (“ML & Co.’’), of proxies from holders of ML & Co. 
Common Stock, par value $1.3314 per share (the “Common Stock’’), eligible to vote at the forthcoming 
Annual Meeting of Stockholders, and at any adjournment thereof, on the matters set forth in the 
foregoing Notice of Annual Meeting of Stockholders. The Annual Meeting will be held on Thursday, 
April 29, 1993, at 10:30 A.M., local time, at the Merrill Lynch & Co., Inc. Conference and Training Center, 
800 Scudders Mill Road, Plainsboro, New Jersey. 


The close of business on March 2, 1993 has been fixed by the Board of Directors as the record date 
for determining the stockholders entitled to notice of, and to vote at, the Annual Meeting and at any 
adjournment thereof. On that date, there were 110,112,266 shares of Common Stock outstanding 
(excluding treasury shares), the holders thereof being entitled to one vote per share. To the knowledge 
of ML & Co., except as provided below, no person is the beneficial owner of more than 5% of the 
outstanding shares of Common Stock. 


Amount and Nature 
Name and Address of Beneficial Percent 
of Beneficial Owner ___Ownership___ of Class(1) 
State Street Bank and Trust Company, Trustee (“State Street’) 
225 Franklin Street 
Boston, Massachusetts 02110 
Merrill Lynch & Co., Inc. 


Employee Stock Ownership Plan (the “ESOP”)......... 7,331 ,033(2) 6.7% 
Other Merrill Lynch & Co., Inc. employee benefit plans .... 1,944,587(3) 1.8% 
BIN gee Oe PTE SON i IN ER cl NR ES Ce SRA, Fo 1,393,910(4) 1.3% 


Janus Capital Corporation 

100 Fillmore Street , Suite 300 

DSENVeK GOlOrado, SUZUG-49 23 aa ewe t oy ae ie eit c Scr iueleleahs, « 8,379,025(5) 7.6% 
The Equitable Companies Incorporated 

and subsidiaries 

787 Seventh Avenue 

NEWRY Orv NOW \Y OF. 91.00 1.9 ic icin s nraaie: stetninne ¢ ete othe 30 rrtseree 8,155,670(6) 7.4% 


(1) Percentages are calculated based on the Common Stock outstanding as of March 2, 1993. 


(2) The amount shown is the number of shares of Common Stock that, as of March 2, 1993, were held by the 
ESOP but had not been allocated to participants; as of that date, an additional 5,110,597 shares of 
Common Stock allocated to participants were held by the ESOP. Participants have the right to direct the 
voting of allocated shares by State Street as a co-trustee of the ESOP. Subject to the provisions of the 
ESOP trust agreement, State Street is obligated to vote unallocated shares, and allocated shares for which 
it has not received directions, in the same proportion as directed shares are voted. The trust agreement 
also contains provisions regarding the allocation of shares to participants, the vesting of shares of Common 
Stock in participants, and the disposition of shares. 


Information is as of March 2, 1993. Participants have the right to direct the voting of shares of 
Common Stock by State Street as a co-trustee of these plans. Subject to the provisions of the trust 
agreements relating to these employee benefit plans, State Street is obligated to vote shares for 
which it has not received directions in the same proportion as directed shares are voted. The trust 
agreements also contain provisions regarding the disposition of shares. 


Information concerning the amount and nature of beneficial ownership is as of December 31, 1992 
and was supplied by State Street. As trustee for various collective investment funds for employee 
benefit plans and index accounts not affiliated with ML & Co., State Street has sole power to vote, 
or to direct the vote of, and sole power to dispose of, or to direct the disposition of, 1,393,910 
shares. 


(5) Information concerning the amount and nature of beneficial ownership is as of December 31, 1992 
and was supplied by Janus Capital Corporation (“Janus Capital’), its majority stockholder, Kansas 
City Southern Industries, Inc. (“KCSI’’), and Janus Capital’s President, Thomas H. Bailey (who holds 
17.6% of Janus Capital). All shares of Common Stock shown were held by mutual funds and 
separately managed accounts as to which Janus Capital provides investment advice. Janus Capital, 
KCSI, and Mr. Bailey disclaim beneficial ownership of such shares. Janus Capital with Mr. Bailey 
have shared voting and dispositive power over shares held by such mutual funds and separately 
managed accounts. 


(6) Information concerning amount and nature of beneficial ownership is as of December 31, 1992 and 
was supplied by The Equitable Companies Incorporated (the “Equitable Companies’’), AXA, a 
. French insurance holding company that owns 49% of the Equitable Companies (“AXA”), and a 
group of five French mutual insurance companies that own, as a group, 50% of AXA (the “Mutuelles 
AXA’’). Such information indicates that shares are held by subsidiaries of the Equitable Companies 
as follows: (i) 8,104,570 are held on behalf of client discretionary investment accounts by Alliance 
Capital Management, L.P. (‘‘Alliance’”’) (which has sole dispositive power over all such shares, sole 
voting power over 4,512,200 such shares, and shared voting power over 62,400 such shares); (ii) 
1,100 shares are held by The Equitable Life Assurance Society of the United States (which has 
sole voting and dispositive power over such shares); and (iii) 50,000 are held on behalf of client 
discretionary investment advisory accounts by Equitable Capital Management Corporation (which 
has sole voting and dispositive powers over such shares). Each of AXA, the Mutuelles AXA, as a 
group, and the Equitable Companies, by virtue of their relationship to the Equitable Companies’ 
subsidiaries, may be deemed to have sole voting power over 4,563,300 of the above-mentioned 
shares and shared voting power over 62,400 of such shares. 
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The affirmative vote of a plurality of the shares of Common Stock represented in person or by proxy at 
the Annual Meeting is required for the election of directors, and the affirmative vote of a majority of the 
outstanding shares of Common Stock is required for the proposed amendment to ML & Co.’s Certificate 
of Incorporation. All other matters require the affirmative vote of a majority of the shares of Common 
Stock represented at the Annual Meeting in person or by proxy and entitled to vote. All shares of 
Common Stock represented by valid proxies received pursuant to this solicitation and not revoked will 
be voted in accordance with the choices specified. Where no specification is made with respect to any 
item submitted to a vote, such shares will be voted for the election as directors of ML & Co. of the 5 
persons named under the caption “Election of Directors,” for the proposal to amend the Certificate of 
Incorporation to increase the authorized shares of Common Stock, and against the stockholder 
proposals. Since the proxy confers discretionary authority to vote upon other matters that properly may 
come before the meeting, shares represented by signed proxies returned to ML & Co. will be voted in 
accordance with the judgment of the person or persons voting the proxies on any other matters that 
properly may be brought before the meeting. With regard to the election of directors, votes may be 
cast in favor or withheld; votes that are withheld will be excluded entirely from the vote and will have no 
effect. Abstentions may be specified on all proposals (but not on the election of directors) and will be 
counted as present for purposes of the item on which the abstention is noted. Since the amendment to 
the Certificate of Incorporation requires the approval of a majority of the outstanding shares, 
abstentions will have the effect of a negative vote. Abstentions on the two stockholder proposals will 
have the same effect because they require the affirmative vote of a majority of shares present in person 
or by proxy and entitled to vote. Inder the rules of the New York Stock Exchange, Inc. (‘““NYSE’’), 
brokers who hold shares in street name for customers have the authority to vote on certain items when 
they have not received instructions from beneficial owners. Brokers (other than ML & Co.’s subsidiary, 
Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”)) that do not receive instructions are 
entitled to vote on the election of directors and the amendment to the Certificate of Incorporation. Under 
such rules, if MLPF&S does not receive instructions on these items, it is entitled to vote shares only in 
the same proportion as the shares represented by votes from all record holders. With respect to the 
two stockholder proposals, neither MLPF&S nor any other broker may vote shares held for customers 
without specific instructions from such customers. Under applicable Delaware law, a broker non-vote 
will have the same effect as a vote against the proposed amendment to the Certificate of Incorporation, 
and will have no effect on the outcome of the election of directors or the two stockholder proposals. 


The execution of a proxy will not affect a stockholder’s right to attend the Annual Meeting and to vote 
in person. A stockholder who executes a proxy may revoke it at any time before it is exercised by giving 
notice to the Secretary of ML & Co. or by filing another proxy. 


The expenses involved in the preparation of proxy materials and the solicitation on behalf of the Board 
of Directors of proxies for the Annual Meeting will be borne by ML & Co. In addition to the solicitation of 
proxies by mail, solicitation may be made by certain directors, officers, and other employees of ML & 
Co. or of its subsidiaries in person or by telephone, telegraph, or other means of communication, for 
which no additional compensation will be paid, and by Georgeson & Co., Inc. for a fee of $18,000 plus 
expenses. ML & Co. will reimburse brokers, including MLPF&S, and other nominees for costs incurred 
by them in mailing soliciting materials to the beneficial owners of its stock in accordance with the rules 
of the NYSE. 


The accounting firm of Deloitte & Touche has been selected by the Board of Directors, upon the 
recommendation of the Audit and Finance Committee of the Board, as independent public accountants 
of ML & Co. and its subsidiaries during the 1993 fiscal year. Representatives of Deloitte & Touche are 
expected to be present at the Annual Meeting with the opportunity to make a statement, if they desire 
to do so, and to answer stockholders’ questions. 


ELECTION OF DIRECTORS 


The Board of Directors of ML & Co. is divided into 3 classes. Each class serves for a 3-year term and 
one class of directors is elected each year. During the 1992 fiscal year, the Board of Directors met 8 
times. 


The Board of Directors proposes the election, as directors, of the 5 persons named below, to hold office 
for a term of 3 years, ending in 1996. The remaining 8 directors named below will continue to serve in 
accordance with their previous elections. It is intended that shares represented by proxies received in 
response to this Proxy Statement will be voted for the election of the nominees listed below unless 
otherwise directed by stockholders in their proxies. While it is not anticipated that any of the nominees 
will be unable to take office, if that is the case, such shares will be voted in favor of the other person or 
persons proposed by the Board of Directors. 


William A. Schreyer, Chairman of ML & Co., will remain as a director and Chairman of the Board until 
his retirement on June 28, 1993. He will also continue as Chairman of the Executive Committee of the 
Board of Directors during this period. 


The following information is provided concerning directors of ML & Co., nominees for election as 

directors, and executive officers. The information as to ownership of Common Stock and certain 

affiliations is based upon information received from the nominees, directors, and executive officers. 
Amount and Nature of 
Beneficial Ownership 


Name, Age, and Principal Occupation Director of Common Stock as of 
for the Last 5 Years(1) Since March 5, 1993(2) 


NOMINEES FOR ELECTION TO THE BOARD OF DIRECTORS 
For a 3-Year Term Expiring in 1996 


Jill K2GOnWaVr os: (O) instant tein cemtantls ac ancer een mca se 1978 1,677 
Visiting Scholar, Massachusetts Institute of Technology 
since 1985; President of Smith College from July, 1975 
to June, 1985. 
William"I>Croweyuls,,O8)(3) <i meee eo tee ae ee ene 1989 868 
Counselor, The Center for Strategic and International Stud- 
ies, an economic and political consulting organization, 
since February 1990; Chairman of the President’s For- 
eign Intelligence Advisory Board since January, 1993; 
Professor of Geopolitics at the University of Oklahoma 
since January, 1990; Admiral, United States Navy (Re- 
tired); Chairman of the Joint Chiefs of Staff, the principal 
military advisors to the President of the United States of 
America, from October, 1985 to September, 1989. 
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Name, Age, and Principal Occupation 
for the Last 5 Years(1) 
George Boanvey.G1.(3), oc) oe eee eee 
Chairman of the Board, President, and Chief Executive 
Officer of Pitney Bowes Inc., a manufacturer and supplier 
of mailing and business products, supplies, and services, 
since 1983. 
Robert,P. Luciano, 59 (3) «.., . ........ .. 9180) Jo. b1808. & 
Chairman of the Board of Schering-Plough Corporation, a 
health and personal care products company, since Jan- 
uary, 1984 and Chief Executive Officer since February, 
1982. 
WilliamchaVVeISS. 6S. (3) spate ny tics gine «deusndis S95 sous ap ctblene ee eels 
Chairman of the Board and Chief Executive Officer of 
Ameritech Corporation, a telecommunications and infor- 
mation services company, since 1983. 


Director 
Since 


Not Previously 
a Director 


1989 


Not Previously 
a Director 


Amount and Nature of 
Beneficial Ownership 
of Common Stock as of 
March 5, 1993(2) 


1,000 


1,960 


200 


MEMBERS OF THE BOARD OF DIRECTORS CONTINUING IN OFFICE 


Term Expiring in 1994 


Willa *DOUrKER OO St om scnlet oe yc cee om emer es 
Corporate Director (3); Chairman of the Board of Reynolds 
Metals Company, a producer of aluminum products, from 
April, 1988 to May, 1992; Chief Executive Officer of that 
company from April, 1986 to May, 1992; President of that 
company from January, 1983 to April, 1988. 
Stephen L. Hammerman, 54... ......... S1ao8 Sil. in “sete 
Vice Chairman since April, 1992; Executive Vice President 
from June, 1985 to April, 1992; General Counsel since 
October, 1984; General Counsel of MLPF&S since 
March, 1981. 
Johnid4Phetanvur, 61. here. See ee Se, eee 
Corporate Director (3); Senior Adviser to the Boston Con- 
sulting Group since October, 1992; Member of the Coun- 
cil on Foreign Relations since 1988; President of the In- 
ternational Federation of Stock Exchanges from January, 
1991 to January, 1993; Chairman and Chief Executive 
Officer of the New York Stock Exchange, Inc. from May, 
1984 to December, 1990. 
CharlessAxSanders? M:B:%6i"(G) Se 8. SS ae ar ee 
Chairman of the Board of Glaxo Inc., a pharmaceutical 
company, since January, 1992 and Chief Executive Offi- 
cer since July, 1989; Vice Chairman of Squibb Corpora- 
tion, a pharmaceutical and health care products compa- 
ny, from.March, 1988 to July, 1989; Executive Vice Pres- 
ident of that company from September, 1981 to March, 
1988. 


1987 


1985 


1991 


1987 


1,960 


290,766(4)(5) 


1,960 


1,960 


Name, Age, and Principal Occupation 
for the Last 5 Years(1) 


Director 


Since 


Amount and Nature of 
Beneficial Ownership 
of Common Stock as of 
March 5, 1993(2) 


MEMBERS OF THE BOARD OF DIRECTORS CONTINUING IN OFFICE 


Term Expiring in 1995 

Rober A. Hanson, 68 2 scsmeit rotate et hee Ce 

Corporate Director (3); Chairman of the Board of Deere & 

Company, a manufacturer, distributor, and financier of farm 

and industrial equipment, from October, 1982 to June, 

1990; Chief Executive Officer of that company from August, 
1982 to August, 1989. 


Earle HeHarbison; Ur. G4i(a) Ft) See eaes 5S eek as 
Chairman of the Executive Committee of Monsanto Compa- 
ny, a provider of chemical and agricultural products, phar- 
maceuticals, sweeteners, industrial process controls, and 
man-made fibers, since January, 1993; President and Chief 
Operating Officer of that company from May, 1986 through 
December, 1992. 


William A. Schreyer, 65 (3)... ..........--. -mintapaeeitee Pramete ms 
Chairman of the Board since April, 1985 and Chief Executive 
Officer from July, 1984 through April, 1992. 


Daniel-P: Tully, 6172220, 22 ee...) OY ER ER IS 
Chief Executive Officer since May, 1992; President and Chief 
Operating Officer since July, 1985; Chairman of the Board, 
President, and Chief Executive Officer of MLPF&S since 
July, 1985. 


Executive Officers Named in the Summary Compensation Table 
(in addition to those who are directors) 


John’ Ly Steffens.) 2.0.8. ene. oo SR IG 28M0M 
David HiKOMANSKY wont. ss oe ae te ete Aer are merereren ae, af 
Herbert M. Allison; Ufc. 0... oe ce ee ee eee et 


All directors and executive officers of ML & Co. as a group, 
including those named above ...........0 02.0... eee e eee 


(1) Unless otherwise indicated, the offices listed are of ML & Co. 


1984 


1987 


1976 


1985 


776 


2,660(6) 


797,264(4)(5) 


714,764(4)(5) 


382,708(4) 
216,368(4)(5) 
246,954(4) 


3,830,959(4)(5)(6) 


(2) All directors, nominees, and executive officers have sole investment power and sole voting power 
over shares listed, except as indicated in notes 4, 5, and 6, below. The percentage of shares 
beneficially owned by any one director, nominee or executive officer did not exceed 1% of the 
outstanding Common Stock. All current directors, nominees, and executive officers of ML & Co. as 


a group owned 3.5% of the outstanding Common Stock. 


6 


(3) The following directors and nominees also hold directorships in, or similar affiliations with, the 


(4 


(5 


— 


_— 


following companies: 
William O. Bourke—Reynolds Metals Company; Premark International, Inc.; and Sonat Inc. 


Jill K. Conway—The Allen Group, Inc.; Arthur D. Little, Inc.; Colgate-Palmolive Company; and NIKE, 
Inc. 


William J. Crowe, Jr.—General Dynamics Corporation; Norfolk Southern Corporation; Pfizer Inc.; 
and Texaco Inc. 


Robert A. Hanson—The Dun & Bradstreet Corporation; Procter & Gamble Company; R.R. 
Donnelley & Sons Company; and Texas Instruments Incorporated. 


Earle H. Harbison, Jr.—Monsanto Company; Angelica Corporation; and National Life Insurance 
Company. 


George B. Harvey—Pitney Bowes Inc.; Connecticut Mutual Life Insurance Co.; McGraw-Hill, Inc.; 
and Northeast Utilities. 


Robert P. Luciano—Schering-Plough Corporation; Allied-Signal, Inc.; Borden, Inc.; and C.R. Bard, 
Inc. 


John J. Phelan, Jr—Avon Products, Inc.; Eastman Kodak Company; Metropolitan Life Insurance 
Company; and Sonat Inc. 


Charles A. Sanders, M.D.—Glaxo Holdings p.l.c.; Morton International, Inc.; and Reynolds Metals 
Company. 

William A. Schreyer—Schering-Plough Corporation. 

William L. Weiss—Ameritech Corporation; Abbott Laboratories; and The Quaker Oats Company. 


Beneficial ownership shown for the following individuals and group also includes the indicated 
number of shares of Common Stock that may be purchased upon the exercise (presently or within 
60 days) of Stock Options granted under the Long-Term Incentive Compensation Plan: William A. 
Schreyer (472,500); Daniel P. Tully (449,900); Stephen L. Hammerman (176,250); John L. Steffens 
(228,750); David H. Komansky (108,750); Herbert M. Allison, Jr. (156,250); and all current directors 
and executive officers of ML & Co. as a group (2,310,815). 


Beneficial ownership shown for Mr. Schreyer, Mr. Hammerman, and the group consisting of all 
directors and executive officers of ML & Co. includes 13,000 shares of Common Stock held in a 
trust as to which they have shared voting and investment power. Beneficial ownership shown for 
Mr. Tully and the group consisting of all directors and executive officers of ML & Co. includes 3,800 
shares of Common Stock held in a trust as to which he has shared voting and investment power. 
Beneficial ownership shown for Mr. Komansky and for the group consisting of all directors and 
executive officers of ML & Co. includes 246 shares of Common Stock held by a charitable 
foundation of which Mr. Komansky and two other executive officers act as trustees and as to which 
they have shared voting and investment power. 


(6) The number of shares shown for Mr. Harbison includes 1,000 shares held by his wife, as to which 


he may be deemed to have shared investment power and shared voting power. He has expressly 
disclaimed beneficial ownership of such 1,000 shares. 
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John F. Burlingame, age 70, who has served as a director since 1985, will retire and not stand for re- 
election at the 1993 Annual Meeting of Stockholders. He serves as a director of Eastman Kodak 
Company and Hershey Foods Corporation. As of March 5, 1993, Mr. Burlingame was the beneficial 
owner, with sole voting and investment power, of 692 shares of Common Stock. 


Committees of the Board of Directors 


In addition to an Executive Committee, ML & Co. has standing Audit and Finance, Management 
Development and Compensation, and Nominating Committees of the Board of Directors. 


The Audit and Finance Committee, which was formed in July, 1992 as a result of the combination of 
the Audit Committee with the Finance Committee, consists of Messrs. Burlingame, who chairs the 
committee, Crowe, Luciano, and Sanders. The former Audit Committee and the new Audit and Finance 
Committee held a total of 5 meetings during the 1992 fiscal year. The Audit and Finance Committee 
(and formerly the Audit Committee) have performed the following functions, among others: monitoring 
ML & Co.’s system of internal accounting controls and overseeing and evaluating the internal audit 
function; recommending the appointment and monitoring the performance, independence, and fees of 
ML & Co.’s independent public accountants and monitoring professional services they provide; 
reviewing the scope of the annual audit with the independent public accountants and reviewing their 
reports to Management; reviewing ML & Co.’s annual consolidated financial statements; and overseeing 
corporate funding policy, securities offerings, budgets and financial objectives, financial commitments 
and related policies, and risk management policies and procedures. 


The Management Development and Compensation Committee, which consists of Mrs. Conway, who 
chairs the committee, and Messrs. Bourke, Hanson, Harbison, and Phelan, held 9 meetings during the 
1992 fiscal year. This committee has performed the following functions, among others: exercising 
primary responsibility on behalf of the Board of Directors for reviewing and recommending employee 
compensation programs, policies, and practices, including salary, cash incentive, stock bonus, stock 
purchase, and other retirement and health and welfare programs; making grants under ML & Co.’s 
Equity Capital Accumulation Plan and Long-Term Incentive Compensation Plan; discharging the 
responsibilities described below under the caption “Compensation Committee Report’; and periodically 
reviewing management development programs and executive succession plans. 


The Nominating Committee, which consists of Mr. Hanson, who chairs the committee, Mrs. Conway, 
Messrs. Burlingame and Harbison (all of whom are voting members) and Messrs. Schreyer and Tully 
(both of whom are non-voting members) held 2 meetings and had a number of discussions during the 
1992 fiscal year. This committee has performed the following functions: seeking potential candidates 
to serve on the Board of Directors with a view toward a desirable balance of expertise among Board 
members and recommending to the Board of Directors membership of committees of the Board and 
nominees to fill vacancies on the Board. The Nominating Committee will consider nominees 
recommended by stockholders. Those wishing to submit recommendations for the 1994 Annual 
Meeting of Stockholders should write to Gregory T. Russo, Secretary, Merrill Lynch & Co., Inc., 12th 
Floor, 100 Church Street, New York, New York 10080-6512. 
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AMENDMENT OF CERTIFICATE OF INCORPORATION 


The Board of Directors recommends adoption by stockholders of an amendment to Article IV of ML & 
Co.’s Certificate of Incorporation to increase the number of shares of Common Stock that may be 
issued. The Certificate of Incorporation presently authorizes the issuance of 225,000,000 shares, of 
which 200,000,000 shares may be Common Stock, having a par value of $1.331/ each, and 25,000,000 
shares may be Preferred Stock, having a par value of $1.00 each. 


Although ML & Co. has no present understandings, agreements, or specific plans concerning the 
issuance of any of the additional shares to be authorized, the Board of Directors believes it to be in the 
best interests of ML & Co., and has therefore proposed and declared it advisable, that the Certificate of 
Incorporation be amended to increase the number of authorized shares of Common Stock, par value 
$1.331 per share, to 500,000,000 shares and, consequently, to increase the total number of shares of 
capital stock to 525,000,000. The Board has directed that such amendment be submitted to a vote of 
stockholders at the Annual Meeting. 


Of the shares presently authorized, 110,112,266 shares of Common Stock and 1,938 shares of 
Preferred Stock were outstanding on March 2, 1993. This does not include 46,104,647 shares of 
Common Stock reserved for issuance in connection with employee benefit plans, of which 741,810 
shares would be issued only if the Corporation were no longer to have such plans qualify under Rule 
16b-3 of the Securities Exchange Act of 1934. The Board of Directors believes that the increase in 
authorized shares will provide for flexibility in future planning and will enable ML & Co. to obtain 
financing on suitable terms. ML & Co. has not increased its authorized shares of Common and Preferred 
Stock since 1982, and the Board of Directors believes it important in the years ahead for ML & Co. to 
maintain an authorized capitalization that will permit a broad range of financing alternatives. If the 
Certificate of Incorporation is amended, the additional shares will be available for issuance from time to 
time for use in obtaining funds for present and future operations, for use in conjunction with possible 
acquisitions of businesses or properties, for use in possible stock dividends and stock splits, or for any 
other proper corporate purpose. The Board of Directors does not intend to seek further stockholder 
approval prior to the issuance of any additional shares in future transactions unless required by law, by 
ML & Co.’s Certificate of Incorporation, or by the rules of any stock exchange upon which the stock 
may be listed, or unless ML & Co. deems it advisable to do so to qualify (or to continue to qualify) an 
employee benefit plan in accordance with Rule 16b-3 under the Securities Exchange Act of 1934. 


The newly authorized shares of Common Stock will have voting and other rights identical to those of 
the currently authorized shares of Common Stock. 


Common Stock would be issued only if the Board of Directors believed the issuance favorable to, and 
in the interests of, ML & Co. and its stockholders. Any issuance of additional shares of Common Stock 
of ML & Co. could dilute the equity of the outstanding shares of Common Stock. 


Under the Certificate of Incorporation of ML & Co., holders of Common Stock do not have preemptive 
rights. 


THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR the adoption of this proposal. 
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FIRST STOCKHOLDER PROPOSAL 


Mrs. Evelyn Y. Davis, Watergate Office Building, 2600 Virginia Ave., N.W., Suite 215, Washington, D.C. 
20037, holding 100 shares of Common Stock, has given notice of her intention to propose the following 
resolution at the Annual Meeting: 


“RESOLVED: That the stockholders of Merrill Lynch, assembled in Annual Meeting in person 
and by proxy, hereby request the Board of Directors to take the necessary steps to provide for 
cumulative voting in the election of directors, which means each stockholder shall be entitled to 
as many votes as shall equal the number of shares he or she owns multiplied by the number of 
directors to be elected, and he or she may cast all of such votes for a single candidate, or any 
two or more of them as he or she may see fit.” 


The following statement has been submitted by Mrs. Davis in support of the resolution: 


“REASONS: Many states have mandatory cumulative voting, so do National Banks.” 
“In addition, many corporations have adopted cumulative voting.” 


“Last year the owners of 19,640,055 shares, representing approximately 23.1% of shares voting, 
voted FOR this proposal.”’ 


“If you AGREE, please mark your proxy FOR this resolution.” 
The Board of Directors recommends a vote AGAINST the adoption of this proposal. 


This is the eighth consecutive year that Mrs. Davis has submitted the same proposal, which has been 
consistently opposed by the Board of Directors and defeated by stockholders every time by a 
substantial majority of the votes cast. 


The reasons the Board of Directors opposes this resolution are essentially the same as those stated in 
the proxy statements for the prior Annual Meetings at which the proposal was submitted. Under the 
General Corporation Law of Delaware, the state in which ML & Co. is incorporated, cumulative voting is 
permissible only if provided for in a corporation’s certificate of incorporation. The general rule, which is 
followed by most large corporations, is that each director must be elected by the affirmative vote of the 
majority of shares present in person or represented by proxy. 


The Board of Directors would recommend a change in the method of stockholder vote only if another 
method would better serve the interests of the stockholders as a whole. To the contrary, cumulative 
voting would give stockholders who seek to support a special interest group the potential to elect one 
or more directors representing the interests of that group. Any directors so elected may view 
themselves as representatives of the group that elected them and feel obligated to represent the 
group’s interests, regardless of whether the furtherance of those interests would benefit all stockholders 
generally. This would tend to promote adherence to narrow interests rather than those of stockholders 
at large, whereas election of directors by simple majority vote is designed to produce a board of 
directors that views its accountability as being to stockholders generally. Accordingly, the Board of 
Directors regards the proposed change as not only serving no useful purpose but as being contrary to 
the best interests of all ML & Co. stockholders. 


For the reasons stated above, THE BOARD OF DIRECTORS RECOMMENDS A VOTE AGAINST the 
adoption of this proposal. 
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SECOND STOCKHOLDER PROPOSAL 


Mr. John A. Gearhart, 1010 Park Avenue, Fayetteville, Arkansas 72701, who owns 195 shares of 
Common Stock, has given notice of his intention to propose for adoption at the Annual Meeting the 
following proposal: 


“It is recommended that Merrill Lynch’s Board of Directors provide its share owners with its 
objectives and activities to correct the anomalies of the U.S. capital formation process. 
Specifically, it is requested that Merrill Lynch help correct the high leverage in the stock index 
futures market, basket trading and ‘mathematics trading” which currently make a mockery of 
investment research and capital formation.” 


The following statement has been submitted by Mr. Gearhart in support of the proposal: 


“Merrill Lynch, as a leader in the investment community, must help provide basic directions 
for a healthy market situation. It shall provide its owners with information to gain their 
understanding and support within the industry and with government agencies. Favorable long 
term capital formation conditions must be recognized as the standard rather than short-sighted 
speculative and non-productive actions. The trading tail is often wagging the investment animal. 
Share owners look to their management standards for guidance.” 


The Board of Directors recommends a vote AGAINST the adoption of this proposal. 


This proposal was submitted last year by Mr. Gearhart and was defeated by stockholders by a 
substantial majority of the votes cast. 


The Board of Directors opposes this proposal because it is so vague and indefinite that any action taken 
to implement it, if adopted, is likely to be different from the action subjectively envisioned under the 
proposal or by the stockholders who voted in its favor. 


In addition, ML & Co. has a longstanding commitment to protecting the integrity and liquidity of the 
markets, maintaining investor confidence, and working with Congress and our regulators to achieve 
these goals. ML & Co. has testified before Congress concerning the imposition of adequate control over 
excess volatility in the marketplace, and ML & Co. has endorsed legislative and regulatory initiatives 
relating to that issue. ML & Co. has also supported the New York Stock Exchange's initiation of “circuit 
breakers” which protect against precipitous movements in securities prices. ML & Co. will continue to 
participate in the development of legislative and regulatory initiatives concerning the securities markets. 


For the reasons stated above, THE BOARD OF DIRECTORS RECOMMENDS A VOTE AGAINST the 
adoption of this proposal. 
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EXECUTIVE COMPENSATION 
Compensation Committee Report 

Overview 

The Management Development and Compensation Committee (“MDCC”) of ML & Co.’s Board of 
Directors is responsible for administering compensation for all executive officers. The MDCC consists 
of five directors who are not employees of ML & Co. and who are not eligible to participate in any of the 
compensation programs or plans that the committee administers. It is the responsibility of the MDCC, 
on behalf of the Board of Directors, to oversee executive compensation programs, policies, and 
practices, including the salary, incentive compensation, stock option, stock bonus, retirement, or other 
similar programs and the health and welfare programs of ML & Co. Each year the MDCC conducts a 
full review of ML & Co.’s executive compensation practices. Included in this review are evaluations of 
progress toward long-term strategic and financial goals, annual financial performance, and other 
performance-related criteria. The MDCC has access to advice and counsel from independent third 
parties concerning matters such as competitive compensation levels within the securities industry. The 
MDCC also reviews elements of executive officer compensation with the Board of Directors. 


Compensation Policies 


The executive compensation programs at ML & Co. are designed to (1) attract to executive 
management high performing individuals from ML & Co.’s existing management and key producer 
populations, (2) retain those executives capable of leading the corporation to achieve its business goals 
in a highly competitive industry, and (3) motivate and reward those executives who are accountable 
and responsible for ML & Co.’s long-term corporate profitability and growth, financial strength, and 
return to shareholders. 


Base salary. Each executive officer’s base salary is determined by evaluating, in order of importance, 
individual performance, competitive pay levels, and length of service in the position. For 1992, base 
salaries averaged approximately 10% of the cash compensation (salary plus cash bonus) awarded to 
those executive officers named in the Summary Compensation Table. This relationship of salaries to 
incentive compensation increases the motivational value of the annual cash incentive. Salary increases 
for executives are typically considered every two to three years. 


Annual cash incentive. ML & Co.’s annual cash bonus provides a direct incentive for executive officers 
to increase the financial performance of ML & Co. The pool of funds available for awards to executives 
varies from year to year and is based on an evenly weighted combination of changes in ML & Co.’s Net 
Income to Common Shareholders and ML & Co.’s after-tax return on stockholders’ equity (““ROE”’). This 
combination of Net Income and ROE provides an incentive to balance growth in profits with high return on 
stockholders’ equity. The cash incentive pool to be received by executive officers is determined 
independently of cash incentive funding for all other employees, although the general criteria of Net Income 
to Common Shareholders and ROE are used throughout the company to determine cash incentive bonus 
pools. 


Long-term incentive. Equity-based incentives are a fundamental component of the total 
compensation awarded each year to members of executive management. These awards align executive 
and stockholder financial interests, promote long-term strategic thinking, and encourage the retention 
of key executives. Executive equity awards include Restricted Shares, Restricted Units, and Stock 
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Options. Restricted Shares and Restricted Units provide immediate proprietary interest and reinforce a 
long-term focus in decision making. Both the shares and units are restricted from being sold, 
transferred, or assigned until the end of a vesting period. Stock Options directly align the financial 
interests of executives with those of shareholders by rewarding executives only if and to the extent that 
the price of Common Stock appreciates in the future. Stock Options have a term of ten years and 
become exercisable in 25% increments each year over a four-year period. In determining the size of 
individual Restricted Share, Restricted Unit, and Stock Option awards, consideration is given to, among 
other factors, amounts previously awarded to each executive officer. In past years, alternative forms of 
long-term incentives have been awarded. These have included Performance Shares and awards under 
the now-expired ROE Incentive Compensation Plan (the “ROE Plan”), which provided bonus-eligible 
employees a special incentive to improve ML & Co.’s ROE in 1990 and 1991. 


Year-end incentive awards (which include long-term incentives) vary based on assessments of each 
individual’s contribution to ML & Co.’s financial results, performance against pre-established objectives, 
potential, and competitive compensation levels. Individual performance objectives include profitability, 
productivity, expense and risk control, corporate image and integrity, product innovation, quality of client 
service, management development, and strategic planning. 


Executive officers are also eligible to participate in broad based plans offered generally to ML & Co. 
employees. 


Approval Process 

The MDCC assesses the performance of the Chairman of the Board and of the Chief Executive Officer 
(“CEO”) and the CEO assesses the performance of all other executive officers. The MDCC recommends 
the salaries and cash bonus awards of ML & Co.’s Chairman of the Board, President and Chief Executive 
Officer, Vice Chairman, and Executive Vice Presidents to the Board of Directors for approval. Grants of 
Restricted Shares, Restricted Units, and Stock Options to executives receiving such awards are 
determined solely by the MDCC consistent with Securities and Exchange Commission regulations. 


Compensation of Chief Executive Officer for 1992 Performance 

Total Annual Compensation. Total annual compensation (salary, annual cash bonus, and long-term 
equity incentive award) for the CEO is based on performance against pre-established strategic business 
goals, ML & Co.’s year-to-year change in financial results, and an assessment of competitors’ financial 
performance and related CEO pay levels. Strategic business goals for the CEO include leadership in 
the following areas: planning for the long-term, upholding ML & Co.'s reputation for high ethical 
standards, promoting superior client service and innovative products, preparing management 
succession and development plans, and controlling costs and risks. The financial criteria used in 
determining CEO total compensation are ML & Co.’s year-to-year change in Net Income to Common 
Stockholders and its year-to-year change in ROE. The competitive pay for performance analysis 
compares the historical relationship between ML & Co.’s compensation amounts paid and net income 
with the compensation amounts paid and the net income achieved by ML & Co.’s direct public 
competitors in the securities industry. 


Through this process it was determined that the appropriate total annual compensation (salary, cash 
bonus, and the dollar value of the long-term equity award) for the 1992 performance year for Mr. 
Schreyer, who was Chief Executive Officer through April, and Mr. Tully, who was Chief Executive Officer 
for the balance of the year, was $7,400,000 each. The combined total annual compensation for Messrs. 
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Schreyer and Tully for 1992 was not significantly different from 1991 when the payments made to both 
executives for 1991 under the now-expired special ROE Plan are included. Salary and cash bonus for 
1991, as well as the ROE Plan payment and the dollar value of the long-term equity award, both paid in 
1992 for performance in 1991, was $7,850,000 for Mr. Schreyer and $6,672,500 for Mr. Tully. When 
the ROE award amount is excluded from 1991 compensation, total compensation for 1992 represents 
a 14% increase for Mr. Schreyer and a 34% increase for Mr. Tully. 


These percentage changes in total compensation compare to a 39% increase in ML & Co.’s Net 
Income to Common Stockholders ($946 million in 1992) and to an 11% increase in ROE (23% in 1992) 
in each case calculated, for 1992, excluding amounts classified as ‘Cumulative Effect of Changes in 
Accounting Principles.” ML & Co.’s Net Income to Common Stockholders in 1992 was the highest ever 
achieved by a U.S. public securities firm. Annual cash compensation amounts paid to ML & Co.’s CEO 
are compared to amounts for chief executive officers of ML & Co.’s five competitors in the securities 
industry for which public information is available (The Bear Stearns Companies Inc., Salomon Inc, 
Morgan Stanley Group Inc., Paine Webber Group Inc., and Shearson Lehman Brothers Inc.). ML & Co.’s 
CEO cash compensation placed fifth when compared to a ranking of the fifteen annual cash 
compensation amounts paid to those five chief executive officers for the three most recent years for 
which data was available in January, 1993. These companies have been selected because they are 
ML & Co.’s major public competitors in the securities business. The group of companies included in the 
peer group index in the performance graph on page 23 consists of these companies and other public 
financial services companies that compete with ML & Co. Competitive long term compensation amounts 
can only be estimated and therefore an accurate total compensation ranking is not possible. 


Annual Cash Compensation. The amount paid in salary is based on the CEQ’s performance, length 
of service in the position, and competitive pay rates. Typically, the percentage change in CEO cash 
compensation (salary plus annual cash bonus) is slightly less than the percentage change in ML & Co.’s 
Net Income to Common Stockholders. In 1992, ML & Co.’s Net Income to Common Stockholders 
(excluding “Cumulative Effect of Changes in Accounting Principles’) increased 39%, and the cash 
compensation (salary and bonus) for Mr. Schreyer and for Mr. Tully increased 16% and 36%, 
respectively, to $5,200,000 each. If the payments made to both executives for 1991 under the ROE 
Plan are included in their 1991 annual cash compensation, the combined annual cash compensation 
for Messrs. Schreyer and Tully for 1992 is not significantly different from 1991. 


Long-Term Equity Incentive. The dollar amount granted as long-term equity incentive for 1992 
performance is the difference between the amount determined for total annual compensation 
($7,400,000) and the amount paid in cash compensation ($5,200,000). This difference of $2,200,000 
was awarded in a combination of Restricted Shares, Restricted Units, and Stock Options as shown 
under the captions “Summary Compensation Table’ and ‘Option Grants in Current and Last Fiscal 
Years.” The dollar value of the long-term award for the CEO was allocated as follows: 25% ($550,000) 
as Restricted Shares, 25% ($550,000) as Restricted Units, and 50% ($1,100,000) as Stock Options. 
The number of Restricted Shares and Restricted Units awarded was calculated by dividing the dollar 
value of each award by the average price of Common Stock for the month of December, 1992 ($60.90). 
The number of Stock Options awarded was calculated by dividing the dollar value of the Stock Option 
award by the same average stock price and multiplying the result by four. The multiple of four options 
to one share was selected because the Black-Scholes value of a ML & Co. employee Stock Option, 
taking into account the illiquidity of employee stock options, has over time averaged approximately 25% 
of the value of a share of Common Stock. 
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The ultimate future value to be realized by the CEO for this long-term award of Restricted Shares, 


stieee Units, and Stock Options is dependent on the future price of Common Stock and on 
ividends. 


Summary 


The CEO’s compensation for performance in 1992, valued when it was approved in January, 1993 using 
the methodology explained above, consisted of: 


Restricted 
Annual Shares and Stock 
Salary Bonus Units * Options * Total ** 
William A. Schreyer $600,000 $4,600,000 $1,100,000 $1,100,000 $7,400,000 
Chairman of the Board 
CEO through April, 1992 
Daniel P. Tully $500,000 $4,700,000 $1,100,000 $1,100,000 $7,400,000 


President 
CEO since May, 1992 


* Based upon an average December, 1992 price of Common Stock of $60.90, which is the price the 

_ MDCC used as the basis for determining the relative awards of Restricted Shares, Restricted Units, 
and Stock Options. These amounts differ from the amounts shown in the Summary Compensation 
Table under the column headed “Restricted Stock Awards” and from the amounts shown in the 
table entitled “Option Grants in Current and Last Fiscal Year’ under the column headed ‘“‘Grant Date 
Present Value” because those amounts are based on the price of Common Stock on the date of 
grant. 

** Does not include: grants made in 1992 with respect to 1991 performance or payouts made in 1992 
with respect to prior years’ long-term incentive plan awards, dividend equivalents for Restricted Units 
granted in prior years, or the value realized or unrealized with respect to prior years’ grants of 
Restricted Shares, Restricted Units, or Stock Options or amounts in the Summary Compensation 
Table under the column entitled All Other Compensation. 


Management Development and Compensation Committee 


JILL K. CONWAY, CHAIR 
WILLIAM O. BOURKE 
ROBERT A. HANSON 
EARLE H. HARBISON, JR. 
JOHN J. PHELAN, JR. 


kk * 


Compensation Tables and Other Information 


The following tables set forth information with respect to the Chief Executive Officer and the four most 
highly compensated executive officers of ML & Co. as to whom the total annual salary and bonus for 
the fiscal year ended December 25, 1992 exceeded $100,000. 
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(1) Awards were made in January or February of the indicated fiscal year for performance in the prior 


year. 


(2) Amounts shown consist of dividend equivalents paid on Restricted Units. 


(3) Amounts shown include both Restricted Share and Restricted Unit awards, which are valued based 


(4 


— 


on closing prices of Common Stock on the Consolidated Transaction Reporting System on the 
dates of grant of such awards. The 1993 grant was made on February 1, 1993; the closing price on 
that date was $68.375. Amounts shown include equal numbers of Restricted Shares and Restricted 
Units, which were granted in February, 1993 for performance in 1992, in February, 1992 for 
performance in 1991, in February, 1991 for performance in 1990, and in February, 1990 for 
performance in 1989. Such shares and units generally have four year vesting periods, but can vest 
earlier upon the achievement of specific cumulative after-tax return on equity (“ROE”) goals. 
Shares and units granted in February, 1993 may vest after two years (at year-end) upon the 
achievement of a cumulative after-tax ROE of 45%; shares and units granted in February, 1992 
may vest after two years (at year-end) upon the achievement of a cumulative after-tax ROE of 40%. 
Shares and units granted in February, 1991 and February, 1990 vested in 1992 based on the 
achievement of after-tax ROE goals of 35%. 


Dividends are paid on unvested Restricted Shares and dividend equivalents are paid on unvested 
Restricted Units. Such dividends and dividend equivalents are equal in amount to the dividends paid 
on shares of Common Stock. 


(5) The number and value of Restricted Shares and Restricted Units held by executive officers named 


in the table as of December 25, 1992 are as follows: Mr. Schreyer (33,750 shares and 8,750 units— 
$2,565,938); Mr. Tully (27,450 shares and 7,450 units—$2,107,088); Mr. Steffens (19,375 shares 
and 4,375 units—$1,433,906); Mr. Komansky (15,875 shares and 4,375 units—$1,222,594); and 
Mr. Allison (15,875 shares and 4,375 units—$1,222,594). In addition, the following numbers of 
Restricted Shares and Restricted Units that were granted in 1991, and which vested on December 
25, 1992 (as mentioned in footnote 3, above), were paid out on December 30, 1992 to the following 
named executive officers: Mr. Schreyer (25,000 shares and $1,512,500 (representing the value of 
25,000 units)); Mr. Tully (21,250 shares and $1,285,625 (representing the value of 21,250 units)); 
Mr. Steffens (10,000 shares and $605,000 (representing the value of 10,000 units)); Mr. Komansky 
(10,000 shares and $605,000 (representing the value of 10,000 units)); and Mr. Allison (10,000 
shares and $605,000 (representing the value of 10,000 units)). 


(6) Amounts shown consist of: (i) the value of Performance Shares paid out in 1992 based on the 


attainment of performance goals for the fiscal years 1988 through 1991 and paid out in 1990 based 
on the attainment of performance goals for the fiscal years 1986 through 1989, (ii) cash payments 
under the now-expired ROE Plan made in 1992 based on the ROE level achieved by ML & Co. in 
41991 and made in 1991 based on the ROE level achieved by ML & Co. in 1990, and (iii) the gain 
from the sale in 1990 by one executive officer of book value shares under ML & Co.’s 1978 Incentive 
Equity Purchase Plan. 


(7) Amounts shown for 1992 consist of the following: (i) contributions by ML & Co. to accounts of 


employees under the 401(k) Savings & Investment Plan (the “Savings Plan’”)—Mr. Schreyer 
($1,500), Mr. Steffens ($1,500), Mr. Komansky ($1,500), and Mr. Allison ($1,500); (ii) allocations by 
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ML & Co. to accounts of employees under the defined contribution retirement program (including 
allocations and cash payments made because of limitations imposed by the Internal Revenue 
Code) (the “Retirement Program’”)—Mr. Schreyer ($25,173), Mr. Tully ($25,693), Mr. Steffens 
($23,171), Mr. Komansky ($21,168), and Mr. Allison ($21,168); and (iii) distributions received on 
investments in ML & Co.-sponsored employee partnerships—Mr. Schreyer ($43,150), Mr. Tully 
($65,300), Mr. Steffens ($65,800), Mr. Komansky ($2,825), and Mr. Allison ($4,456). Amounts 
shown for 1993 consist of the following: (i) contributions by ML & Co. on or before February 28, 
1993 to accounts of employees under the Savings Plan—Mr. Schreyer ($1,500), Mr. Steffens 
($1,500), Mr. Komansky ($1,500), and Mr. Allison ($1,500) and (ii) distributions on or before 
February 28, 1993 received on investments in ML & Co.-sponsored employee partnerships—Mr. 
Schreyer ($24,400), Mr. Tully ($48,800), Mr. Steffens ($48,800), Mr. Komansky ($4,255), and Mr. 
Allison ($1,690). Aggregate amounts paid during 1993 will be reported in the proxy statement for 
the 1994 Annual Meeting of Stockholders. 


Option Grants in Current and Last Fiscal Years 


% of Total 
Options 
Granted to Exercise Grant Date 
Fiscal Options Employees in Price Expiration Present 
Name, pf 20f.¢ Grantedtls i Eiscally ears’) (Sper share) i. Date(2) ae ee valviei2) ay 
William A. Schreyer......... 1993° » 72,250 2.5% $67.6250 1/27/2003 $1,397,496 
1992 70,000 2.6% 59.3125 1/29/2002 1,261,050 
Daniel PicTully, tcs-setiou. Os ©. 1993, 72,250 2.5% 67.6250 1/27/2003 1,397,496 
1992 59,600 2.2% 59.3125 1/29/2002 1,073,694 
John L. Steffens............ 1993 42,690 1.5% 67.6250 1/27/2003 825,731 
1992 35,000 1.3% 59.3125 1/29/2002 630,525 
David H. Komansky......... 1993 42,690 1.5% 67.6250 1/27/2003 825,731 
1992 35,000 1.3% 59.3125 1/29/2002 630,525 
Herbert M. Allison, Jr........ 1993 39,410 1.4% 67.6250 1/27/2003 762,288 
1992 35,000 1.3% 59.3125 1/29/2002 630,525 


(1) Reflects awards made in January of the indicated fiscal year for performance in the prior year. 


(2) All options are exercisable as follows: 25 percent after one year, 50 percent after two years, 75 


percent after three years, and 100 percent after four years. 


(3) Value based on a variation of Black-Scholes option pricing model using the average of the high 


and low prices on the Consolidated Transaction Reporting System of a share of Common Stock on 
the date of grant ($67.625 for the 1993 grants and $59.3125 for the 1992 grants) and applying a 
discount of 25% to reflect the non-transferability of the options. The actual value of a stock option 
will depend on the future price of Common Stock and cannot accurately be forecast by application 
of a pricing model. 
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Aggregated Option Exercises in Last Fiscal Year 
and Fiscal Year-End Option Values 


Number of Unexercised Value of Unexercised 


Options In-The-Money Options 
Shares at Fiscal Year-End at Fiscal Year-End(1) 
Acquired on Value Exercisable Unexercisable 
Name Exercise Realized (shares) (shares) Exercisable Unexercisable 
William A. Schreyer .......... 70,000 $1,518,125 267,500 482,500 $9,864,844 $15,634,531 
Daniel. P: Tully. .8o0.0esF 0 0 278,750 405,850 9,958,125 13,137,700 
John EvStetfens 20.0 .. 0 0 147,500 177,500 5,118,281 5,323,281 
David H. Komansky.......... 0 0 60,000 125,000 2,148,750 3,436,563 
Herbert M. Allison, Jr. ........ 0 0 95,000 150,000 3,395,625 4,374,063 


(1) This valuation represents the difference between $60.375, the closing price of Common Stock on 
December 24, 1992 on the Consolidated Transaction Reporting System, and the exercise prices 
of these options. 


Pension Plan Annuity 


In 1988, the defined benefit Pension Plan was terminated, and a group annuity contract to pay the 
Pension Plan benefits to the vested participants was purchased from Metropolitan Life Insurance 
Company with a portion of the terminated Pension Plan trust assets. This annuity is payable at normal 
retirement (generally age 65) or at an early retirement age in a reduced amount. ML & Co. participates 
in the actuarial experience and investment performance of these annuity assets under an agreement 
with Metropolitan Life Insurance Company. 


Upon retirement, executive officers of ML & Co. will be eligible to receive an annuity. Those retiring at 
age 65 with at least 10 years of Pension Plan participation will receive up to the statutory maximum 
annual annuity payments applicable to the year in which the annuity payments are made, which, during 
1993, are $115,641 (if born before 1938), $107,932 (if born between 1938 and 1954), and $100,222 (if 
born after 1954). These amounts will be adjusted annually by the Internal Revenue Service for 
increases in the cost of living. The compounded annual growth rate of these cost of living increases 
has been 4.27 percent since 1988, the year indexing began. In future years, after adjustments for cost 
of living increases, these annuities, if payable as straight life annuities, will not exceed the following 
amounts for the following executive officers: William A. Schreyer ($380,255) and Daniel P. Tully 
($316,168) subject to the statutory maximum ($115,641 in 1993); John L. Steffens ($227,963) subject 
to the statutory maximum ($107,932 in 1993); and David H. Komansky ($103,655) and Herbert M. 
Allison, Jr. ($81,543); these annuity amounts reflect an offset for estimated social security benefits in 
accordance with the provisions of the terminated Pension Plan. 


Annuity Agreements 


ML & Co. entered into annuity agreements with Messrs. Schreyer and Tully, effective July 24, 1991, as 
amended April 30, 1992 (the “Annuity Agreements”), to provide for supplemental annuity payments to 
them and their surviving spouses. Estimated amounts, together with amounts from other sources 
described below, payable to Messrs. Schreyer and Tully as a straight life annuity upon retirement at 
age 60 or thereafter, based on their respective “Highest Consecutive 5-Year Average Earnings” and 
“Years of Total Employment,” can be calculated using the following table: 
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Years of Total Employment 


Highest Consecutive 5-Year Average Earnings 35 40 45 
$2:000, 000} «28! ceacrands) Rees hae: Ce eae 2 $875,000 $1,000,000 $1,125,000 
are] 0461018 a sca RR hi Sle Aer ba Ra Hk ee ge 918,750 1,050,000 1,181,250 
CN? OOO 0/0 a Pai ate ae eri. Maan it rl clrecscy ich aie eiank air ac 962,500 1,100,000 1,237,500 
PIOO O00, tare. ce. atetn nee Meee tal ree ees eee 1,006,250 1,150,000 1,293,750 
2,400,000 icin suis, 000s oeldeda re eaaplis s clea aaesttt inc, «2 1,050,000 1,200,000 1,350,000 
2,500,000 galoyaocd....-. aorgadal..>--..deengeeat...* Be 1,093,750 1,250,000 1,406,250 
2:600, 000 cei Bi rn eens creer ee 1,137,500 1,300,000 1,462,500 
23700;000%, BAPARS.. .cyre sha ete sam aches ones ere a alee 1,181,250 1,350,000 1,500,000 
2 B00 S00 Taio, « paces MOR eas oo ceva Wis iNet aeh.s etter 1,225,000 1,400,000 1,500,000 
2 90010005, 43 Fal ise . AGG AA ee. «als Re a ee. 1,268,750 1,450,000 1,500,000 
3, O000;O00AMAAT. Rassias eee Pesca: wets, Bt ae 1,312,500 1,500,000 1,500,000 


The annuity is payable if the individual retires or dies while an executive officer of ML & Co. The annual 
amount of the retiree’s annuity will be equal to 1.25 percent of the individual’s highest consecutive 5- 
year average earnings (i.e., total cash compensation) multiplied by years of total employment up to age 
65, as reduced by the Pension Plan Annuity and the annuity value of the total of the individual’s benefits 
allocable to ML & Co. contributions to all qualified retirement plans, namely, the Savings Plan and the 
Retirement Program. As of December 25, 1992, Messrs. Schreyer and Tully had highest consecutive 
5-year average earnings of $2,420,000 and $2,066,000, respectively, and years of total employment of 
approximately 441% years and 37 years, respectively. The amount of their individual annuities, however, 
together with amounts from other sources described above, cannot exceed $1,500,000 if payable as a 
life annuity, or $1,270,000 if payable as a 50% or 100% joint and survivor life annuity. The payment will 
be made monthly in the form of a life annuity or, subject to reductions, a joint and survivor life annuity, 
or 10-year certain and life annuity. The survivor benefits, if applicable, are payable only to a spousal 
beneficiary. 


Severance Agreements 

ML & Co. has agreements with 39 present members of executive and senior management, including 
Messrs. Schreyer, Tully, Steffens, Komansky, and Allison. These agreements provide for payments and 
other benefits if there is a Change in Control (generally as defined below) of ML & Co. and the 
employee’s employment is subsequently terminated by ML & Co. or its successor (other than for cause, 
disability, retirement, or death) or by the employee for certain defined reasons such as a change in 
responsibilities or a reduction in salary or benefits. The term of each agreement is 3 years, which is 
automatically extended each year for an additional year until notice to the contrary is given to the 
employee. Under each agreement, the employee will receive a lump sum payment equal to 2.99 times 
the employee’s average annual compensation for the 5 years immediately preceding the year of the 
termination of employment. The employee shall also receive (i) a lump Sum payment equal to the after- 
tax value of life, disability, accident, and health insurance benefits for 24 months after termination of 
employment, (ii) a lump sum payment equal to the retirement contribution, and an amount sufficient to 
cover the income taxes payable thereon, that the employee would have been eligible to receive from 
ML & Co. under the terms of the Retirement Program and any applicable ML & Co. contributions to the 
Savings Plan, or any successor program or plan that may be in effect at the time of the Change in 
Control, determined as if the employee were fully vested thereunder and had continued (after the date 
of termination) to be employed for an additional 24 months at the employee’s highest annual rate of 
compensation during the 12 months immediately preceding the date of termination for purposes of 
determining the basic contributions and any applicable supplemental contributions; and (iii) any legal 
expenses and fees incurred as a result of his termination of employment. A “Change in Control” of ML 
& Co. generally includes: (i) the acquisition by any person of the beneficial ownership of securities 
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representing 30 percent or more of the combined voting power of ML & Co.’s then outstanding voting securities; 
(il) a change in the composition of the Board of Directors such that, within a period of 2 consecutive years, 
individuals who at the beginning of such 2-year period constituted the Board of Directors and any new directors 
elected or nominated by at least 3/4 of the directors who were either directors at the beginning of the 2-year 
period or similarly elected, cease for any reason to constitute at least a majority of the Board of Directors; or 
(iii) the entering into of an agreement, the consummation of which would result in a Change in Control. Any 
payments received under these agreements would be in addition to amounts received under the Long-Term 
Incentive Compensation Plan and the Equity Capital Accumulation Plan, which, in the event of a Change in 
Control, provide for early vesting or payment. 


Compensation of Directors 


ML & Co. directors who are not full-time employees of ML & Co. or an affiliated corporation receive 
monthly cash payments at a rate of $35,000 per year ($40,000 prior to November, 1992) in base 
compensation and reasonable travel expenses incurred in connection with attending meetings. In 
addition, non-employee directors receive $15,000 per year for service as members of, or $25,000 per 
year for chairing, the Audit and Finance Committee (or the Audit Committee or the Finance Committee 
before they were combined in July, 1992) and the Management Development and Compensation 
Committee, and $6,000 per year for chairing the Nominating Committee. Pursuant to the Merrill Lynch 
& Co., Inc. Non-Employee Directors’ Equity Plan, each current non-employee director was granted, on 
November 4, 1992, restricted stock with a grant value of $50,000 (or a lesser amount to the extent that 
such non-employee director is scheduled to retire before the fifth Annual Meeting of Stockholders 
subsequent to such grant). Each new non-employee director will receive a similar grant upon 
commencement of service. Thereafter, at the beginning of the month next following the date of the fifth 
Annual Meeting following the date of each such prior grant, an additional similar grant will be made to 
each non-employee director. All such restricted stock vests in the same proportion on the date of each 
of the five Annual Meetings (or lesser number of Annual Meetings if the director’s scheduled date of 
retirement is earlier) following its grant. Each non-employee director who has served for 5 years or has 
reached age 65, and who thereafter ceases to serve for any reason other than removal for cause, is 
eligible to receive a pension benefit. The beneficiary(ies) or estate of each non-employee director is 
entitled to receive a death benefit in the event of such director’s death during his term. Both such 
benefits are based upon the annual base compensation, at the time of the director’s cessation of 
service or death, as the case may be, plus $10,000, and the director's age and length of service. 
Although the amount and method of payment of each such benefit cannot be determined until the time 
of entitlement, it will not, on an annualized basis, exceed an amount equal to the sum of the annual 
base compensation for non-employee directors at the time of the director’s cessation of service or 
death, as the case may be, plus $10,000. ML & Co. also offers health, life, and business travel insurance 
benefits to non-employee directors. 


Certain Transactions 

Between the beginning of the 1992 fiscal year and February 28, 1993, certain directors and executive 
officers of ML & Co. and their associates were indebted to MLPF&S, as customers, as a result of debit 
balances in margin accounts. Transactions in such margin accounts were in the ordinary course of 
business, were substantially on the same terms, including interest rates and collateral, as those 
prevailing at the time for comparable transactions with other persons, except that interest rates charged 
were the same as the lowest interest rates charged such other persons, and did not involve more than 
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the normal risk of collectability or present other unfavorable features. In addition, certain directors, 
executive officers, or their associates were indebted to other subsidiaries of ML & Co. as a result of 
transactions regarding Equity Access® credit accounts (a personal revolving line of credit secured by 
the unencumbered equity in an individual’s primary or secondary residence) and PrimeFirst® loans (an 
adjustable rate first mortgage loan). These transactions were in the ordinary course of business and 
substantially on the same terms as those prevailing for comparable transactions with the general public, 
except that employees are offered interest rates under Equity Access credit accounts and account 
opening fees for Equity Access credit accounts and PrimeFirst loans that are more favorable. 


From time to time since the beginning of the 1992 fiscal year, ML & Co. and certain of its subsidiaries have 
engaged in transactions in the ordinary course of business with State Street Bank and Trust Company, 
Janus Capital Corporation, and The Equitable Companies Incorporated and their respective parents and 
subsidiaries, which are the holders of more than 5 percent of the outstanding shares of Common Stock; 
such transactions were on substantially the same terms as those prevailing at the time for comparable 
transactions with others. 


From time to time since the beginning of the 1992 fiscal year, ML & Co., through certain of its 
subsidiaries, in the ordinary course of business has performed investment banking, financial advisory, 
and other services for certain corporations with which its directors are affiliated. 


A consolidated stockholder derivative action was commenced in October, 1991, in New York State 
Supreme Court by stockholders Charles Miller and Kenneth Steiner (Index No. 29885/91 Sup. Ct.). The 
plaintiffs in this consolidated action assert breach of fiduciary duties in connection with a series of year- 
end securities transactions between subsidiaries of ML & Co. and Guarantee Security Life Insurance 
Company (‘“GSLIC’’) in 1984-1988, against all present directors of ML & Co. who were directors at the 
time of these trades. Stockholders Charles Wilson and Jules Bernstein commenced derivative actions 
in March, 1992 in New York State Supreme Court (Index No. 6113/92 Sup. Ct. and No. 7992/92 Sup. 
Ct., respectively). Wilson’s suit alleges that two former employees and the President of ML & Co. 
breached various duties in connection with the GSLIC transactions and the supervision of the high yield 
bond department. Bernstein’s suit is essentially identical to the Miller-Steiner suit, but also includes all 
current directors as defendants. The damages sought in all of the above derivative actions are 
unspecified. The Wilson and Bernstein actions have been dismissed by the court for failure to comply 
with procedures required for commencing derivative actions. The Miller-Steiner suit, in which such 
dismissal was denied, is now on appeal concerning that issue. 


Compensation Committee Interlocks and Insider Participation: Member’s Transaction with the 
Corporation 

The members of the Management Development and Compensation Committee are Jill K. Conway 
(Chair), William O. Bourke, Robert A. Hanson, Earle H. Harbison, Jr., and John J. Phelan, Jr. None of 
these individuals is an insider, and no “compensation committee interlocks” existed during the last 
fiscal year. A NYSE membership owned by Mr. Phelan was leased by him to an employee of a NYSE 
specialist firm that is a subsidiary of ML & Co. The subsidiary is entitled to use the membership and is 
responsible for making lease payments. This lease commenced in May, 1991 at a rate of $66,000 per 
year and was renewed in May, 1992 at a rate of $89,000 per year, the then prevailing lease rates; the 
range of rates for new NYSE membership leases, as reported by the NYSE, was $48,000 to $84,000 
during 1991 and $70,000 to $100,000 during 1992. To provide for a continuation of lease payments at 
fair market value, the lease specifies that it is renewable annually at the then prevailing lease rate. 
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PERFORMANCE GRAPH 


The following performance graph compares the performance of ML & Co.’s Common Stock for the last 
five fiscal years to that of the S&P 500 Index, the S&P Financial Index, and an index based on the 
common stock of the following 10 companies: American Express Company, Bankers Trust New York 
Corporation, The Bear Stearns Companies Inc., A.G. Edwards, Inc., J.P. Morgan & Co. Incorporated, 
Morgan Stanley Group Inc., Paine Webber Group Inc., Primerica Corporation, Salomon Inc, and The 
Charles Schwab Corporation. The graph assumes that the value of the investment in Common Stock 
and each index was $100 at December 25, 1987 and that all dividends were re-invested. Stock price 
performances shown on the graph are not necessarily indicative of future price performances. 
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1987 1988 1991 


Merrill Lynch & Co., Inc. 100.00 113.41 299.61 
10 Company Group 100.00 120.26 226.65 


S&P Financial Index 100.00 117.60 181.90 
S&P 500 Index 100.00 114.22 184.96 


OTHER MATTERS 
The Board of Directors knows of no business. that will be presented for consideration at the Annual 
Meeting other than those items stated in the Notice. Should any other matters properly come before 
the Annual Meeting or any adjournment thereof, shares represented by the enclosed form of proxy, if 
signed and returned, will be voted in accordance with the judgment of the person or persons voting the 
proxies. 


ML & Co. will furnish any stockholder a copy of its 1992 Form 10-K Annual Report (including 
financial statements and financial statement schedules but excluding other exhibits), without 
charge, upon request addressed to Gregory T. Russo, Secretary, Merrill Lynch & Co., Inc., 12th 
Floor, 100 Church Street, New York, New York 10080-6512. 


STOCKHOLDER PROPOSALS FOR THE 1994 ANNUAL MEETING 


In accordance with the rules of the Securities and Exchange Commission, stockholder proposals 
intended to be presented at the 1994 Annual Meeting of Stockholders of ML & Co. must be received 
by ML & Co., at its principal executive office, for inclusion in the proxy statement and form of proxy 
relating to that meeting not later than November 19, 1993. 


By Order of the Board of Directors 


GREGORY T. RUSSO 
Secretary 


INCORPORATION BY REFERENCE 
Specifically incorporated herein by reference to ML & Co.’s 1992 Annual Report to Stockholders are 
the following financial statements, supplementary financial information, and report appearing under the 
captions noted below: 
1. Independent Auditors’ Report. 
2. Management’s Discussion and Analysis (excluding Risk Management). 
3. Statements of Consolidated Earnings, Years Ended December 25, 1992, December 27, 
1991, and December 28, 1990. 
4. Consolidated Balance Sheets, December 25, 1992 and December 27, 1991. 
5. Statements of Changes in Consolidated Stockholders’ Equity, Years Ended December 25, 
1992, December 27, 1991, and December 28, 1990. 
6. Statements of Consolidated Cash Flows, Years Ended December 25, 1992, December 27, 
1991, and December 28, 1990. 
7. Notes to Consolidated Financial Statements. 
. Quarterly Information. 
9. Supplemental Financial Information. 
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OS Merrill Lynch 


Merrill Lynch & Co., Inc. 
World Financial Center 
North Tower 

New York, NY 10281 


